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The ſubject of trade and induftry is inexhauſti- 

ble, if conſidered in all its branches, and traced 
through every conſequence. - My intention has been 
to inquire into the original principles which influence 
general operations, and which, leſs or more, enter in. 
to every combination. I have repreſented trade in 
its infancy, manhood, and old age; and have en. 
deavoured to preſcribe a general regimen. of wagt 
for every period. It is ſufficient to be thorou an 
maſter of the principles, to be able to apply: 
to particular caſes, providing every circumſixnce be 


155 Ti is now time to draw to a concluſion of this book. 


exactly known: 0 


The intention of this chapter, is, to review ſome 
parts of our ſubject, which I think have not receiv- 
cd all the light neceſſary to be thrown upon them, to 
ſuggeſt ſome remarkable differences between ancient 
and modern oeconomy, with regard to circulation 
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and induſtry ; and, in general, to lay certain circum- 
ſtances together, which may point out the ſpirit of 
modern times, from which we are endeavouring to 
extract a ſet of conſiſtent principles. Every thing 
which points out relations is uſeful; becauſe we know 


nothing, but through this channel. Now certain rela- 
tion are too frequently taken for granted, and no- 
thing is more eſſential in political reaſonings than to 
point them out clearly, to proceed by the ſhorteſt 
ſteps, and ſtill to keep experience and matter of fact 
before our eyes, when we draw a concluſion from a 
general propoſition. Let the concluſion appear ever 
ſo juſt, if, when compared with experience, a diſa- 
greement appears, it is ten to one we have over- 
booked ſome circumſtance, which ought to have en- 
tered into the combination, | 

_ To illuſtrate this, let me cite a miſtake of my own, 
which I purpoſely left uncorrected, in the ſecond chap- 
ter of the firſt book,” where I very confidently declare, 
that a ſtateſman, who, upon certain occaſions, which 
ſeem favourable. for raiſing great ſums upon a peo- 
ple, increaſes taxes only in proportion to the intereſt 
of the money borrowed, muſt be ſnhortſighted and re- 
gardleſs of futurity. This, 1 remember, appeared 
to me at the time 1 wrote, fo clear and evident, that 
I thought I ran no riſk in making it enter into a pre- 
hminary: chapter. But when I came to look a little 
more particularly into the matter, I found I had been 
groſſy miſtaken; as I hope to ſhew evidently in its 
proper place. Had every ſuch miſtake been treated 
with the ſame indulgence, I ſhould have been more 
empldyed in the correction of my own blunders, 
than in the proſecution of my ſubject. People who rea- 
ſon with tolerable exactneſs on ſuch ſubjects, generally 
fall into miſtakes, from the generality of their pro- 
politions. Theſe may commonly be true enough, 
within the compals of the author's combinations at 
the time, and yet may not be true in every other 
caſe. From which I infer, that every one of my read- 
ers, who can form combinations more extenſive than 


mine, will find ſufficient matter for criticiſm in every | 
| Page 
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page of this inquiry. So much the better: it is by fuch 
criticiſms and diſcuſſions, that particular branches of 
knowledge are brought to the certainty of ſcience. 

The more ſimple any plan of political oeconomy 
is, the more eaſy it is to govern by general rules; the 
more complex it becomes, the more it is neceſſary for 
a ſtateſman to enter into combinations. But when ge- 
neral rules have been long eſtabliſhed, they gain ſuch 
an authority over the minds of a people, that any de- 
viation from them appears like hereſy in religion: 
and how ſeldom does it happen, that a people is bleſ- 
ſed with a governor, who has both penetration to diſ- 
cover, art to perſuade, and power to execute a plan 
adapted to every combination of circumſtances. 

No change can happen in a ſtate, but what is advan- 
tageous to ſome claſs or other, and when the public good 
requires that a ſtop ſhould be put to ſuch advantages, 
numbers of diſcontented people will always be found. 
Circumſtances, therefore, ought to. be well weighed 
before new plans of adminiſtration are entered upon; 
and when once adopted, thoſe who pretend to criticiſe, 
muſt ſuppoſe themſelves provided with ſuperior talents 
and better informations as to every circumſtance, than 
the author of the innovation. For this reaſon, there 
is little danger in cenſuring a ſtateſman's opinion, 
when he delivers it; but a great deal in finding fault 
with his conduct, when his motives are not known. 

In the former chapters, we have been treating of 
the nature and conſequences of circulation, the effects | 
of augmentations and diminutions of ſpecie, and the 
doctrine of Mr. Hume concerning the balance of 
trade. The perſpicuity with which this author 
writes, renders his ideas eaſy to conceive; and when 
people underſtand one another, moſt diſputes are 
ſoon at an end. 40 

In order, therefore, to throw a little more light 
upon the nature of the balance of trade between 
nations, let me examine the following queſtions while 
we have the ſubject of the laſt chapter freſh in our 


memory. 
B 2 Quxs r. 
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Qvxs r. 1. Can any * — be formed concerning 
the ſtate of the balance of trade of a nation, barely 
from the quantity of ſpecie that is found in it ? 

I anſwer in the negative. A great proportion of all 
the ſpecie of Europe, — be found in a country a- 
gainſt which the balance of trade has ſtood regularly for 
many years. An inconſiderable proportion of it may 
be found in another, which has had it as regularly in 
its favour for the ſame time. | 

The balance upon every article of trade, may be 


favourable to a nation which ſquanders away more 


than the returns of it, upon foreign wars 

The balance of every article of trade, may be a- 
gainſt a country which receives more than all the loſs 
incurred, either froin her mines, from countries tri- 
butary to her, or who willingly furniſh ſubſidies up- 
on many political conſiderations. 55 

Beſides theſe varieties, there are ſtill other combina- 
tions, relative to the ſpecie itſelf, The money found 
in a country, may either be ſaid to belong abſolutely 
to the country, when neither the ſtate itſelf, or the 
particular people of it, are in debt to foreigners; or 
only ſo by virtue of a loan. Now, whether it is bor- 
rowed or not, the property of it belongs to the coun- 
try; but the difference conſiſts in this, that when it is 
borrowed, the acquiſition of the metals adds nothing 
to the national patrimony, that is to ſay, there is 
no acquiſition of wealth thereby made ; but when it 
is gained by induſtry, the money adds to the real 
value of the country, in conſequence of the principles 
laid down in the 26th chapter. 

May not a nation then, having very little gold 
and ſilver, open a ſubſcription for millions, at ſo much 


per cent? Will not ſtrangers lend to her, when her own 


ſubjects cannot ? May ſhe not yearly, by paying away 
the intereſt of the money borrowed, and by a heavy 
balance of trade againſt her, be conſtantly diminiſh- 
ing her fpecie, and yet by new contracts, keep up, 
and even increaſe the maſs of the circulating value, 
to ſuch a degree, as to be r of a greater pro- 
portion of ſpecie than any of her neighbours ? Further, 
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ls it not certain, that all nations will endeavour 
to throw their ready money, not neceſſary for their 
own circulation, into that country where the in- 
tereſt of money is high with reſpect to their own, 
and where conſequently the value of property in 
land is low ſince they may either draw a high in- 
tereſt from it, or make the acquiſition of ſolid pro- 
perty ? Forbidding therefore the acquiſition of ſolid 
property to ſtrangers, is, in effect, a prohibition up- 
on the gratuitous importation of ſpecie. I allow there 
may be examples of people who make ſuch purcha- 
ſes, with a view to draw. the rents of the lands 
bought, out of the country; but whatever be the in- 
tention at the time of purchaſe, ſuch however is the 
effect of an eſtabliſhed fortune in a country, that, 
ſooner or later, it draws the proprietor to it; and when 
this does not happen, a. ſubſequent alienation com- 
monly takes place. 

Were the purchaſe, therefore, of lands permitted 
univerſally, and were it eſtabliſhed, that property in 
land, to a certain value, ſhould give a right to natu- 
ralization. no doubt large ſums would be brought 
into thoſe countries, where lands are found cheapeſt ; 
and as no exportable commodity 1s given 1n return, 
the ſpecie of ſuch countries might mark the quanti- 
ty of lands fold, as well as that of merchandize ex- 
ported. For want of a lufficient extenſion of theſe 
and many other combinations, which it would be 
eaſy to contrive, Mr. Belloni, in his Diſſertation upon 
Commerce, Chap. I. Sec. g. falls into ſeveral miſtakes, 
when he judges of the exportation of commodities of 
a particular country, by the quantities of money 
found in it. | 

Eſſendo adunque da cid venuto (ſays he) che Þ abondan- 
za del danaro, ovunque fi ritrovi, fignifica ! abondanza 
teſſa delle coſe, delle quali eg'/ti « miſura © perct» diutxigſi 
meritamente ſono flati detti quegli nomini, e ricca alterfi quel 
regno, dove fi ritrova gran copia di danaro. Dal aliro 
canto poi, ſe fi conſidera lo flato di un regno, ed il danaro, 
che e dentro di eſſo, tenendo ſempre ſalda Þ eſſenza della 
moneta (che altro non ſia, = miſura di coſe, e Ke 

3 | c 
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che viene in compenſo di mercanzie) ovunque di eſſa vedraſi 
affluenz.a, ognuno ben vede, doverſi ſubito neceſſari mente 
arguire, un gran traffico di quel dominio, con efito di merci, 
in uſo degli efleri, e all incontro ovunque queſta venga 4 
mancare, doverſene dedurre grande mtroito di merci, che 
ſieno ſubentrate nel luogo della moneta, e che I abbiano 
fatta uſcire. | | 
Theſe conſequences are only juſt fo far as 3 
comes into, or goes out of a country, as the price of 
merchandize exported or imported. But how much 
money has not this author himſelf drawn into Rome 
from England, for the exportation of nothing but the 
bills of travellers ? | 
On the other hand, may not a country, which is 
actually in poſſeſſion of great quantities of gold and 
ſilver, call in theſe metals, and circulate, in their 
place, a ſymbolical money? May not a nation then, 
as well as a private perſon, employ this ſpecie in a 
profitable foreign trade, and gain daily by it? May 
ſhe not, after ſome time, withdraw her ſtock, by 
calling in her debts? And may ſhe not alſo call in 
her paper, and remain with an additional acquiſition 
of ſpecie in her pocket? Conſequently, during the 
circulation of the paper, no judgment can be formed 
as to the balance of her trade, by examining the ſtate 
of her ſpecie; becauſe I can ſuppoſe that at this time 
_ ſhilling of it may be 1n the hands of ſtrangers. 
Contequently, the richeſt nation in Europe may be 
the pooreſt in circulating ſpecie. 
The writings of Mr. Gee (ſays Mr. Hume in his 
* Political Diſcourſe upon the Balance of Trade) ſtruck 
all the nation with a pannic fear, by ſhewing from 
a long enumeration of particulars, that the ba- 
* lance inclined ſo much againſt us, and for fo con- 
e ſiderable ſums, that in the ſpace of five or ſix years, 
there would not remain one ſhilling in England. 
<« But happily twenty years are elapſed For we have 
« ſupported a long and expenſive foreign war, and 
s nevertheleſs, it is commonly believed, that money 
is at preſent as plentiful in the kingdom as ever.” 
I quote from the French tranſlation, 5 
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Mr. Gee was in the wrong to conclude, that the 
balance of trade would have the effect of carrying off 
the coin: and Mr. Hume has been miſled by this 
miſtake, to conclude, that Mr. Gee's calculations 
were falſe. I know nothing as to the matter of fact; 
nor whether Mr. Gee was a good or a bad judge of 
the queſtion he treated ; but from what has been ſaid, 
I hope it appears, that the ſtate of the coin in Eng- 
land, at the ume Mr. Hume wrote, was no proof on 
either ſide. 

To judge of the balance of trade is one thing; to 
judge of the wealth of a nation as to ſpecie is another. 
England may greatly increaſe her ſpecie by her trade, 
and greatly diminiſh it by her wars: perhaps this 
may be the fact. She may alſo, at certain times, 
have a balance of trade againſt her; and great ſums 
laid cut in foreign wars, may be the means of mak 
ing it return in her favour, Should that nation be- 
gin to pay off her debts to ſtrangers, in ready coin, 
might ſhe not ſoon diminiſh, perhaps exhauſt, the 
ſpecie ſhe is now poſſeſſed of; yet ſurely none ever 
became poorer by paying off their debts. Nothing 
is ſo eaſy as to have ſpecie, when one has ſolid pro- 
perty to pledge for it; and nothing can be worſe 
judged, than to purchaſe ſpecie from ftrangers, at 
the expence of paying an intereſt for it, vhen they 
can contrive a circulating value in paper money, re- 
preſenting the ſolid value which muſt have been 
pledged to ſtrangers for the loan of their metals, | . 

But ſtill it may be aſked, how it happens, that 
notwithſtanding of the moſt unfavourable balance of 
trade, no nation is ever found to be entirely drained 
of her ſpecie; and ſince we have. proved, that the 
ſpecie of a country may be diminiſhed by a diſadvan- 


tageous trade, what are the principles which prevent 


the total diſſipation of it? | 
This is a very curious queſtion, and opens a door 
to a multitude of new ideas, which will furniſh abun- 
dant matter of ſpeculation, when we come to treat 
more directly of credit. I ſhall here examine it in 
B 4 general, 
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general, only for the ſake of applying the principles 


we have laid down. x 


I. It may be faid, that as common prudence” pre- 
vents a private perſon from. ſpending to his laſt ſhil- 


ling; ſo the like prudence commonly engages a peo- 


ple to put a ſtop to trade, before it has had time to- 


tally to drain them. Although moſt people drink 


wine, there is no reaſon why every body ſhould be 


drunk. 


II. Nothing is ſo complicated as the balance of 


trade, conſidered among many nations. The gene- 


ral wealth circulates from one to another, as the mo- 
ney which the farmer gives the landlord circulates 
back to the farmer. In the number of hands through 
which the money paſſes, ſome are of the claſs of the 


luxurious, ſome of the frugal; the firſt repreſents 


thoſe nations who loſe by the balance, the latter 
thoſe who gain. But the moſt induſtrious nations of 
all, and thoſe who, conſidered abſtractedly from ex- 
traordinary accidents, appear in the way to ſwallow 
up the wealth of the reſt, are, by the means of ſuch 
accidents, made liable to terrible reſtitutions. How 
many millions, for example, has England reſtored 
to the continent, in conſequence of her wars and ſub- 


{idies? She then lays a foundation for many more 


years of favourable balance, and accordingly we ſee 
it return to her, as the money which the ſtate ſpends 
within the nation, returns into the exchequer at the 
end of the year. | 

III. It may be aſked, how it happens that no na- 


| tion has ever ſpent to its laſt farthing, as many an in- 


dividual has done? I anſwer, that I am far from be- 
lieving that this has never happened; nay, I believe 
there 1s nothing more frequent or familiar than this 
very caſe, providing the riches of a country be here 
ſuppoſed to mean no more than the ſpecie ab/olutely 
belonging to herſelf, not borrowed from other nations. 

I have ſaid above, that the acquiſition of money 


by induftry, increaſed the real value of a country, 
'as much as the addition of a portion of territory: 
now what ſhould hinder a people from ſpending their 


ready 
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les ready money, and, at the ſame time, preſerving their 
land ? Becauſe a young gentleman, whoſe father has 


re- left him a fine eſtate in land, and ten thouſand 


Wil pounds in ready money, has ſpent the ten thou- 
eo- ſand pounds, does it follow, that he is without a 
to- ſhilling? Upon this view of the queſtion, it will, I 
nk believe, be granted, that Dr. Swift's idea that all the 
be ſpecie of Ireland would in a ſhort time be exported, 

in conſequence of an unfavourable balance of trade, 


of is very far from being chimerical, and might be ex- 
ne- actly true; although at this time there be ſix times 
no- more in circulation than ever; juſt as a perſon who 
tes is running through his fortune, has commonly more 


gh money in his hands than his father uſed to have, 
the when he was acquiring it. Let Ireland pay her debts 
nts to England, and then count her ſpecie. Let England 
ter pay her's to all the world, and then weigh her gold 
; of and filver. Suppoſe that on ſumming up the ac- 


ex- counts, there 4s not found one ſhilling in either coun- 
ow try, is this any proof of their being undone? By no 
ich means: coin is one article of our wealth, but never can 
ow be the meaſure of it. | 

red I know little of the ſtate of Ireland ; but if it be 
ab- true, that paper money is increaſing daily in that 
ore country, it is, [ ſuppoſe, becauſe the ſpecie is daily 
lee exported to Evglend, as the returns of eſtates be- 
nds longing to people who reſide there, and that the Iriſh, 
the inſtead of buying it back again for their own uſe in 


circulation, augment their paper, in proportion to 


quantities of ſpecie as are neceſſary for paying the 
balance of their trade. Now by buying ſpecie, | do 
not ſuppole, that they bring any over to Ireland, in 
order to ſend jt back to England; but that they ſend 
over goods to the value, which the Engliſh merchants 
pay in ſpecie, or in' Engliſh paper, to thoſe who are 
creditors upon Ireland, for the value of their 
rents, &c. 

Suppoſe then, for a further illuſtration of ſome 
principles, that all the lands of Ireland belonged to 
Engliſhmen reſiding in their own country, and an- 

| nually 


the progreſs of their induſtry; and only buy ſuch 
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nually drawing from Ireland the income belonging to 
them, what would the conſequence be? As long as 
this portion of the produce of lands, which goes for 

rent, (and which, as we have ſaid, is the fund pro- 
. vided for the ſubſiſtence of the free hands who pur- 
chaſe their own neceſſaries) could be bought and con- 


ſumed by the Iriſh themſelves, that 1s, in other 


words, while in Ireland there was a demand for this 


portion of the fruits, it would be paid for either in 


coin, to the diminution of their ſpecie, or in ſome- 
thing which might be converted into money ; that is, 
by the produce of their induſtry, and thus, by the 
means of trade, would come into the hands of the 
Engliſh proprietors, either in ſpecie, or in any other 
form they judged proper. 

That ſo ſoon as the demand for this portion of 
fruits came to fail, for want of money, or induſtry, 
in Ireland to purchaſe it, what remained on hand 
would be ſent over to England in kind; or by the 
way of trade, be made to circulate with other na- 
tions (in beef, butter, tallow, &c.) who would give 
filver and gold for it, to the proprietors of the Iriſh 
lands. By ſuch a diminution of demand in the coun- 
try, for the fruits of the earth, the depopulation of 
Ireland would be implied; becauſe they who con- 
ſumed them formerly, conſume them no more; that 
is to ſay, they either died, or left the country, 

To conclude, a great part of the value of a coun- 
try is its produce and manufactures; but it does not 
follow, as Mr. Belloni alerts, that theſe ſhould as 
neceſſarily draw a proportional ſum of the gold and 
filver of Europe into that country, as a ſhoal of ſmall 
fiſhes draws water fowl, or as charity draws the poor, 
or as beauty draws admiration. e 
Quxsr. 2. Can no rule be found to judge of the 
balance of trade from the ſtate of ſpecie, or at leaſt to 
perceive the effects of that balance in augmenting or 
diminiſhing the maſs of riches? | 

Could it be ſuppoſed that ſpecie never circulated 
between natious, but in the way of trade, and in ex- 

| change 
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change for exportable commodities, this would be a 
rule. 
In nations where the earth produces neither gold or 
ſilver, and where theſe metals are imported as the 
returns of induſtry only, the balance in their favour, 
from the introduction of ſpecie, to this day, would 
be meaſured by the quantity of it which they poſſeſs. 
Here Mr. Belloni's opinion is juſt, | 

Further, the conſumption made by any nation for 
the ſame term of years, is equal to the whole natural 
produce and Jabour of the inhabitants for that time, 
minus the quantity of ſuch produce and labour, as is, 
or has been equal in value to the actual national 
ee 98 

On the other hand, in nations where gold and ſil- 
ver are produced by the earth, the balance of trade 
againſt them, from the time theſe metals became the 
object of trade, to this day, may be eſtimated by the 
quantity of them which has been exported. | 
And further, the conſumption made by ſuch na- 
tions, for the ſame term of years, is equal to the 
whole natural produce and labour of the inhabitants 
for that time, plus the quantity of ſuch produce and 
labour, as is, or has been equal to the quantity of 
theſe metals exported. e | 

Theſe poſitions are by much too general to be laid 
down as principles, becauſe trade is not concerned in 
every acquiſition or alienation of ſpecie; but they 
may ſerve, in the mean time, to illuſtrate the doctrine 


we have been conſidering, and even in many caſes 


may be found pretty exact. For example, 

If it be true, that in any nation of Europe, there 
be now juſt as much ſilver and gold as there was ten 
years ago, and if that nation, during this period, 
— ſupported, without borrowing from ſtrangers, an 
expenſive war which may have coft it, I ſuppoſe, five 
millions, it is certain, that during this period, the 
home conſumption muſt have been the value of five 
millions leſs than the natural produce, labour, and in- 
duftry of the inhabitants; which ſum of five milhons 
muſt have come from abroad, in return for a like "_ 
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of the production, labour, &c. remaining over and 


above their own conſumption. : 


In this ſuppoſition, the national wealth (the metals) 
remains as before, the balance of it only is changed. 
How this change is performed, and what are its con- 
ſequences, may be diſcovered by an application of the 
principles already laid dow W). 

Quxsr. 3. What were the effects of riches before 
the introduction of trade and induſtry ? 

I never can ſufficiently recommend to my readers to 
compare circumſtances, in the ceconomy of the anci- 
ents, with that of modern times ; becauſe I ſee a 


multitude of new doctrines laid down, which, I think, 


never would have been broached, had ſuch circum- 
ſtances been properly attended to. I have endea- 
voured to ſhew, that the price of goods, but eſpeci- 
ally of articles ce firſt neceſſity, have little or no 
connection with the quantities of ſpecie in a country, 
The ſlighteſt inſpection into the ſtate of circulation, 
in different ages, will fortify our reaſoning : but the 
general taſte of diſſipation which is daily gaining 
ground, makes people now begin to imagine, that 


wealth and circulation are ſynonimous terms; where- , 


as nothing 1s more contrary both to reaſon and matter 
of fact. A ſlight review of this matter, in different 
ages, will ſet it in a clearer light than a more abſtract 
reaſoning can. | | 

It is a queſtion with me, whether the mines of Po- 
toſi and Braſil, have produced more riches to Spain 
and Portugal, within theſe two hundred years, than 
the treaſures heaped up in Aſia, Greece, and Egypt, 
after the death of Alexander, furniſhed to the Ro- 


mans, during the two hundred years which followed 


the defeat of Perſeus, and the conqueſt of Macedonia, 
From the treaſures mentioned by all the hiſtorians 
who have writ of the conqueſt of thoſe Kingdoms by 


the Romans, I do not think I am far from truth, 


when I compare the treaſures of the frugal Greeks to 
the mines of the new world. 

What effect, as to circulation, had the accumula- 
tioa ol theſe vaſt treaſures ? Not any to accelerate it, 


ſurely : 
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ſurely: and no perſon, the. leaſt convetſant in antiqui- 
ty, will pretend that the circulating ſpecie in thoſe 
times, bore as great a proportion to their treaſures, as 
what is at preſent circulating among us, bears to the 


wealth of the moſt ceconomiſing Prince in Europe. If 
any one doubt of this particular, let him liſten to Ap- 
pian, who ſays, that the ſucceſſors of Alexander, the 
poſſeſſors of thoſe immenſe riches, lived with the great- 
eſt frugality. Thoſe treaſures were then, as I have 
ſaid, a real addition to the value of their kingdoms ; 
but had not the ſmalleſt influence - upon prices. In 
thoſe days of ſmall circulation, the prices of every 
thing muſt have been vaſtly low, not from the great 
abundance of them, but becauſe of the little demand; 
and as a proof of this, I cite the example of a country, 
which, within the ſpace of fifty years, poſſeſſed in 
ſpecie at one time, conſiderably beyond the worth of 
the land, houſes, ſlaves, merchandize, natural pro- 
duce, moveables, and ready money at another. The 
example is mentioned by Mr. Hume, and I am ſur- 
prized the conſequences of it did not ſtrike him. For 
if the money they poſſeſſed was greatly above the 
worth of all their property, moveable and immoveable, 
ſurely it never could be conſidered as a repreſentati- 
on of their induſtry, which made fo ſmall a part of the 
whole. Athens poſſeſſed, before the Peloponneſian 
war, a treaſure of ten thouſand ' talents; and fifty 
years afterwards, all Athens; in the ſeveral articles 
above ſpecified, did not: amount to the value of fix 
thouſand. Hume's Poktical' Diſcourſes upon 'the Ba- 
lance of Trade. | E511 0 
Theſe treaſures were ſpent in the war, and they 
had been laid up for no other purpoſe. Therefore 1 
was in the right, when I obſerved above, Chap. 22. 
that war in ancient times, had the effect that induſtr 


has now): it was the only means of making wealth 


circulate. But peace producing a general ſtagnation 
of circulation, people returned to the ancient ſimpli- 
city of their manners, and the prices of ſubliſtence 


remained on the former footing ; becauſe there was 


no 
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no increaſe of appetite, or riſing of demand upon an 
neceſſary article. So much for the ſtate of weal 
during the days of frugality. PO, 

The Romans ſubdued all thoſe kingdoms of the 
Greeks, and drew their treaſures to Rome. The 
republic went to deſtruction, and a ſucceſſion of the 
moſt prodigal Princes ever known in hiſtory ſucceed- 
ed one another for about two hundred years. Thoſe 
monſtrous treaſures were then thrown into circulation, 
and I muſt now give an idea of the effects produced 
by ſucha revolution. | | 

'I have already obſerved (Chap. 28.) that in conſe- 
quence of the great prodigality of thoſe times, the pri- 
ces of ſuperfluities — to a monſtrous height; 
while thoſe of neceſſaries kept exceſſively low. The 
fact is indiſputable, and any one who inclines to ſa- 
tisfy himſelf further, may look into that valuable col- 
lection of examples of ancient luxury, wealth, and at 
the ſame time of ſimplicity, found in Mr. Wallace's 
Diſſertation upon the Numbers of Mankind in ancient and 
modern Times, p. 1 32. et ſeq. 

But how is it to be accounted for, that the prices 
of ſuperfluities ſhould ſtand fo high, while neceſſaries 
were ſo low? The reaſon is plain, from the princi- 
ples we have laid down. The circulation of money 

had no reſemblance to that of modern times: fortunes 

were made by corruption, fraud, concuſſion, rapine, 

and penury; not by trade and induſtry. Seneca 
amaſſed in four years 2,400,000 pounds ſterling. An 
augur was worth 3 millions ſterling. M. Antony 
owed on the Ides of March, 322,916 pounds ſterling, 
and paid it before the calends of April We know 
of no ſuch circulation. Every revolution was violent : 
the powerful were rapacious and prodigal, the weak 
were poor and lived in the greateſt ſimplicity : conſe- 
quently, the objects of the deſires of the rich were 
immenſely dear; and the neceſſaries for the poor 


were exceſſively cheap. This is a confirmation of the 


. principles we have laid down in Chap. 28. that the 
price of ſubſiſtence muſt ever be in proportion to the 


faculties of the numerous claſles of thoſe who =__ : 
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that the price of every thing muſt be in proportion to 
the demand made for it; and that in every caſe, where 
the ſupply can naturally increaſe in proportion to the 
demand, there muſt be a determined proportion be- 
tween the price of ſuch articles and: that of ſubſiſt- 
ence. Now in the examples given by Mr. Wallace, 
of ſuch articles as were found at monſtrous prices, 
we only find ſuch as could not be increaſed according 
to demand : Here is the enumeration of them.” Large 
aſſes brought from Spain, - peacocks, fine doves, mul- 
lets, lampreys, peaches, large aſparagus, purple, 
wool, jewels, carpets, veſtes Byſſine, ſlaves ſkilled in 
the finer arts, pictures, ſtatues, books, and rewards 
to thoſe who taught the ſciences. By caſting a glance 
upon the catalogue, we may eaſily perceive that the 
extraordinary price muſt have proceeded from the 
impoſſibility of augmenting the ſupply in proportion 
to the demand ; not from the abundance of the mo- 
ney, which had no effect in raiſing the price of neceſ- 
ſaries. The cheapneſs again of theſe, did not pro- 
ceed from vaſt plenty; but becauſe the price muſt 
have remained in proportion to the faculties of the 
numerous poor; and becauſe the augmentation of the 
wealth of the rich never could increaſe their conſump- 
tion of any neceſſary article. Had the Roman em- 
pire been governed with order and tranquillity, this 
taſte of luxury, by precipitating money into the hands 
of the numerous claſſes, would, in time, have wrought 
the effects of multiplying the number of the induſtri- 
ous, by purging the lands; conſequently; of inereaſ- 
ing the demand for vendible ſubſiſtence; conſe- 
quently, of raiſing the price of it. And on the other 
hand, the adequate proportion between ſervices and 
rewards given by the public, would have checked 
the other branch of cireulation which produced thoſe 
monſtrous fortunes, to wit, rapine and corruption : 
and induftry receiving a regular encourigement, eve- 
ry article of extraordinary demand for delicate ali- 
ments, birds, fiſhes, fruits, &c. would have been 
ſupplied with ſufficient abundance ; and eonſequently, 
would have fallen in its price, But when either _ 
ti 
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tiſm or ſlavery were the patrimonial inheritance of 
every one on coming into the world, we are not to 
expect to ſee the ſame principles operate, as in ages 
where the monarch and the peaſant are born equally 
free to enjoy the proviſion made for them by their 
forefathers. "7 | 2 

I ſhall now come nearer home, and examine a very 
remarkable difference between the ceconomy in prac- 
tice ſome hundred years ago, and that of the preſent 
time, with regard to the method of levying men and 

This change is a conſequence of trade and induſ- 
try, and as I have been preparing the way for the in- 
troduction of other matters which equally owe their 
exiſtence to them, it may not be improper, in this 
laſt chapter, to point out the natural cauſes of this 


change in modern politics. When people conſider ef- 


fects only, without examining the cauſes which produce 
them, they commonly blame raſhly, or fall into an 


idle admiration of fortune. It is only by tracing na- 


tural cauſes, that we come at the means of forming a 
ſolid judgment of the nature of every abuſe, and of 


every advantage. 


The general taſte for the extenſion of induſtry, is 
what has brought ſuch loads of money into circulati- 
on : not the diſcovery of America, We read of trea- 
ſures in ancient times which appear to rival the wealth 
of modern Europe. Appian, as cited by Mr. Hume, 
mentions a treaſure of the Kings of Egypt, of near 
two hundred millions ſterling ; and ſays, that all the 
ſucceſſors of Alexander were nearly as rich, and fully 
as frugal. Frugality then is compatible with the 


_ greateſt wealth. Therefore the wealth of America, 
has not been the cauſe of European refinement ;' but 


the extenſion of civil liberty has obliged the poſſeſſors 
of treaſures, which 1n all ages have been coveted by 
man, to open. their repolitories, in order to procure 
the ſervice of thoſe who formerly made a branch of 
the property of the moſt wealthy. This is the foun- 
dation of trade and induſtry. 
Why, therefore, has trade and a laid the 
| | undation 
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foundation of taxes and ſtanding armies, which ap- 
pear ſo contrary o the one and the other 
I anſwer ſhortly, that very little change has been 
made as to things themſelves by that revolution; but 
with reſpect to the order of things, the difference is 
great. Trade and induſtry cannot flouriſn without 
method and regularity; taxes and ſtanding armies are 
only a ſyſtematical execution of the old plan, for pre- 
ſerving the power, ſafety, and independence of the 
nations of Europe bart! 
Taxes are no more than the liquidation of thoſe ſer- 
vices which formerly were performed in kind. Stand- 
ing armies are become neceſſary, that the call of the 


rich luxurious, who are inſatiable in their demand for 
the ſervice of the poor, may not be able to engroſs 


alſo the hands neceſſary for the defence of the ſtate. 
Perſonal ſervices were the taxes of former times. Let 
no man imagine, that ever any ſtate could ſubſiſt 
without the contribution of its ſubjects. But a more 
authentic proof of this opinion is, that in the year 
1443, while Charles the VIIth was engaged in the 
long war with the Kings of England, who diſputed 
with him the monarchy of France, the ſervices of the 
vaſlals of that kingdom (by the edict of Saumur of 
the 14th of September) were formally converted into 
the perpetual Taille; and this may be conſidered, as 
the foundation of the regular military force of the 
French nation. No body, in thoſe days, imagined 
ſuch an impoſition to be oppreſſive or unjuſt: and if 
thoſe who remain ſubject to it, appear under oppreſſi- 
on at preſent, it is only becauſe they continue in their 


antient ſituation. Perſonal ſervices are the heavieſt of | 


all impoſttions. Ca | 
Qoks T. 4. Why, therefore, are taxes ſo gene- 

rally cried out againſt, why do they appear ſo new 

an invention, and why do people flatter themſelves, 


that there is a poſſibility of putting an end to ſo ge- 


geral an oppreſſion ? I anſwer, becauſe people com- 
monly. attend to words, and not to things. In former 
times, the great, bulk of the inhabitants lived upon 
the lands, and were bound to perſonal ſervice. This 

Vor. II. — kind 
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kind of impoſition was familiar,” general, and equal; 
every claſs of the people was bound to ſervices nas 
logous to their rank in the ſtate. The ind uſtribus 
who lived without any dependence upon the lands, 
and who did not enjoy the privileges of cities and 
corporations, were ſo ſew, that they were not an ob. 


then known, were in conſequence of land-properiy; 


cConſequently, thoſe: independent people were in a 


manner without protection, they were 'vaſſals to no 
body; conſequently, had no body to intereſt them- 
ſelves for them; conſequently, were a prey to every 
one who had power, and no body was ſorry to ſee a 


rich fellow, who had got plenty of ready money, and 


who ſeemed to do nothing for it, plundered by a lord 
who appeared in the ſervice of his country. We ſee 
in the time of the croiſades how odious all thoſe mo- 
ney gatherers were; theſe were what we now call 
traders, it was principally in hatred to them, that the 
borrowing of money at intereſt was declared antichriſ- 


tian; becauſe the Jews were principally in thoſe days 


the merchants or the money lenders. 340! 
In the beginning of the ſixteenth century, w 

Princes began to take a taſte for magnificence, find- 
ing no body, almoſt, within their own country cap 

ble to ſupply them, they uſed to fend to Flanders and 
Venice, the great trading ſtates in thoſe days, for ma- 
ny kinds of manufactures. This is the fountain of 
foreign trade in Europe. Theſe two ſtates perceiv- 
ing the great 'benefit reſulting to them from this new 
taſte of diſſipation, gave great encouragement to the 
induſtrious, Had they begun to impoſe high taxes 
upon them, they would have ruined all. | Induſtry, 
then, was encouraged at firſt, and little loaded with 
any impoſition. This is perfectly conſiſtent with our 
doctrine. Some Princes, perceiving the daily dimi- 
nution of their wealth, made efforts to reſtore this 
antient ſimplicity, by forbidding this hurtful trade; 
others, ſuch as Francis I. of France, and Henry VIII. 
of England, endeavoured all they could to eſtabliſh 
induſtry in their own ſtates. For this purpoſe, great 
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privileges were granted to the induſtrious, who there- 
increaſed daily. But this revolution naturally 
purged the lands, and by that operation diminiſhed 
the number of perſonal ſervice- men; or, as in France, 


where ſervice was at an end, the number of 
thoſe ſubject to the taille. I ſhall not trace this pro- 


greſs very minutely, but come directly to the peri 


period 
of extenſive taxation. When induſtry was fai _ 
bed 


bliſhed, and when nations began to be well 


with the produce of their own ſoil, wrought up in a 


thouſand different forms, by their own induſtrious 
ſubjecis, Princes ſoon perceived their treaſures to melt 
away, and ſaw plainly, that without a method of 
drawing back the money from this new claſs of inha- 
bitants, the whole wealth of the ſtate would come to 
center in their hands ; but the means of coming at 
money was extremely difficult. The proprietors of 


the riches had no ſolid property in proportion; and 


their money was inacceſhble. Some betook them- 
ſelves to violence, and-others to fraud : the one and 
the other produced the worſt effects. The violence 
deſtroyed induſtry, and rendered the induſtrious miſe. 
rable : for we have obſerved, that when inhabitants 
are once purged from off the lands, they have no re- 
ſource left them but their induſtry ; whereas let a 
peaſant be robbed ever ſo often of his money, he till 
has the earth. to maintain him. The fraudulent cor- 
rupted the great; the miniſters of Princes became 
the terror of every man who had: money; they en- 
riched themſelves by accepting of compoſitions, and 
the ſtate remained conſtantly in want. At laſt, the 
ſcheme of proportional taxes took place: but for this 
purpoſe it was neceſſary to obtain the conſent of the 
whole ſtate ; for no Prince's power extended ſo far, 


and they were not come to the time of being able to 


enlarge their prerogative. Such impoſitions, there- 
fore, were firſt introduced in republics, and mixed 
governments. In monarchies they were eſtabliſhed 
with more difficulty; | becauſe the 2 were equally 
affected by them with the ſmall. But when long and 
expenſive wars rendered ſupplies of money abſolutely 

C 2 neceſſary, 
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neceſſary, then were taxes conſented to; and the t 
Prince who had not power enough to gſtabliſb them, T 
eaſily found means to keep them up, when once in- a 
A | 8 55 | 
From this progreſs we miy iſcover the rea- 
ſon why taxes are cried out — The ſyſtem ap- fl 


rs new, becauſe we remember, in a manner, the P 
doubling of the impoſitions, and we ſee them daily le 
gaining ground; but we never reflect on the cha d 
of circumſtances, and ſeldom attend to the conſe- ; 
quences of that new ſpecies of circulation, which is It 


carried on between the public and thoſe employed by C 
it. The ftate now pays for every ſervice, becauſe 
the people furniſh it with money for this purpoſe. ſu 
If the blood therefore be let out, in modern times, ar 
at a thouſand orifices of the body politic, there are CC 
uſt as many abſorbitories (if I may be allowed ſuch ar 
an expreſſion) opened to receive it back. From this ſti 
laſt circumſtance I imply the perpetuity of taxes, © . 
while this ſyſtem of political economy prevails. We | 
have not as yet ſeen an example of any ſtate aboliſh- 
ing them, though many indeed have had ſucha ſcheme wh 
in view. But to reſume my former compariſon, I © E: 
may ſuggeſt, that if all the orifices through which the an 
blood iſſues, ſhould be bound up, all the abſorbitories thi 
which are fed with the returning blood muſt be ſtary- | ſeſ 


ed. But more of this inits proper place. ry! 
Ques. 5. Why are ſtanding armies a conſ- un 
of trade and indull ? OAT no 


In the firſt place, armies in all reſent, chi 
and to come, have been, are, and vi ER bat 
for offenſive and defenſive war; while therefore war wa 
ſubſiſts among men, armies in one way or other, will as 
be neceſſary. 

The advantage of regular armies has been known | of 
in all ages; and yet we find, that for many centuries | v1 
they appeared in a manner diſcontinued ; that is to call 
ſay, we read neither of legions, nor of regiments, nor 
of any denomination of bodies of warlike men, kept 
up and exerciſed in time of peace, as was the cuſtom | "Er 
while the Roman empire ſubſiſted ; and now, = the 

. trade 
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trade has been eſtabliſned, we ſee the antient Roman 
military axconomy again revived. Let us therefore 
apply our — in order to account for this 
revolution alſo. 1 eine FORM 
During the Roman empire, there was a t 
flux of money into the coffers of the arch. ray | 
proceeded more from rapine than from taxes. Con- 
ſequently, it was an eaſy matter to keep up large bo- 
dies of regular forces. u n dit bein 
With theſe they ſubdued the world, as I may call 
it, that is, all the polite nations then known; the 
Carthaginians, Greeks, and Aſiatics. Had they re- 
mained fatisfied, their empire might poſſibly have | 
ſubſiſted ; becauſe people who are rich, luxurious, | 
nes, and polite, are commonly peaceable. But nothing 
are could ſatisfy their ambition: they conquered Gaul 
ch and ſtretched the boundary of their empire from the 
this ſtreights of Gibraltar to the mouth of the Rhine. All 
xes, was peaceable on that ſide, and in two or three cen 
We | turies, both Spain and Gaul had adopted the ſpirit, 
liſn- 
eme 
n, I 
the 
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language, and manners of the Roman people. But 
when they paſſed the Rhine, the Danube, and the 
Euphrates, they found mankind ſtill leſs cultivated, 
and very little known, Their enemies fled before 
ries them, and left a territory which was not worth poſ- 
__ ſeſſing. This of all barriers is the ſtrongeſt. By car- 
rying on war againſt ſuch people, the match was very 
ence unequal ; thoſe nations had every thing to gain, and 
nothing to loſe; the Romans had all to loſe, and no- 


ſent, thing to win. Thoſe wars continued until the Bar- 
ated barians learned the Roman diſcipline, and became 
war warriors. It was the moſt profitable trade for them, 
will as well as the only means of ſafety. That this was the 

plan of their ceconomy appears plainly from the form 
own | of government every where eſtabliſhed by them. 
aries Where every free man was a ſoldier, there was nooc- 
is to caſion for a regular militia. . 

nor Men are governed by prejudice more than by rea- 
kept ſon : to this I attribute the ſudden change in the go- 
\ſtom vernment of Europe. In _ of one man governing 
ſince the world, as was the ca 8 of the Emperors, the new 
trade 


3 ſpirit 
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ſpirit was, that all ſoldiers were equal, and a King 


had the effect of ruining every thing: learning, in- 
duſtry, politics, all went to wreck. One hundred 


years of barbarity mu ruin the effects of a thouſand centu- 


Ties of politentſs. This is the date of the annihilation of 
ſtanding armies: A powerful Prince, ſuch as Charles 


the Great, who afted in a high ſphere, and who 


made the world his own, mi during bis life- 
time, eſtabliſn tlie old oeconomy. But the general 
eſtabliſnment of the feudal form of government, 
which, no doubt, was the beſt for preſerving a great 
empire, filled with barbarity every where, joined 
with the weakneſs of that Prince's ſucceſſors, intro- 
duced a new form leſs barbarous than the former, 


but equally compatible with a numerous ſtanding mi- 


litia. Every Baron became a ſovereign, and his vaſ- 
ſals were bred to arms; but as they were forced to 
attend the plough for ſubſiſtence, as well as the 
camp; wars were carried on conſiſtently with agri- 
culture. Certain months of the year were appropri- 
ated for war; others for peace. This was eaſily ac- 
compliſhed:: war was conſtantly at the door; a cam- 
paign was finiſhed» in a week, becauſe every man's 
neareſt neighbour was commonly his worſt enemy. 
Europe remained in this general ſtate of confuſion 
for ſome centuries. Princes had, during that period, a 
moſt precarious, authority, and when any nation 
chanced to be under the government of one who had 
talents to unite his ſubjects, he became fo formida- 
ble that there was no poſſibility of reſiſting him. 
In thoſe days, it was a hard matter to form an idea 


of a balance of power ; becauſe there was no rule 


to determine the force of nations. Under the Otho's, 
Germany threatned Italy with chains; under Edward 
and Henry, England ſeemed on the road of adding 
all France to her monarchy ; Ferdinand the catho- 
lic, laid the foundation of the Spaniſh greatneſs, and 
his ſucceſſors bid fair for the univerſal monarchy of 


Europe. In our days, the acquiſition of a ſmall pro- 


vince, 


vras but primus inter pares. The ſudden revolution 
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vince, nay of a/conſiderable/towng-is not to be made 
by conqueſt, without a general convention between 
all the powers of Europe, and thoſe Who axe con 
veriant in foreign affairs, can eſtimate, in a minute, 
the force of Princes, by the troops they are able to 
maintain; nothing is ſo. eaſy as to lay down, on a 
ſheet of paper, a ſtate of all the armed men in Eu- 
A Prince can hardly add a: ſoldier to a company, 
but all the world is informed of it Excepting the 
extent of their credit, and the talents of theit gene- 
rals and counſellors, every thing relati ve to power is 
become the object of computation. Hence the ba- 
lance of power, formerly unknown, ib now become 
familiar. So much is ſufherent for the matter of fact; 
let us now examine why traue and induſtiry have given 
riſe to ſo regular a ſyſtem of waer. 
The reaſon is, becauſe in a ſtate where thoſe are 
introduced, every thing muſt be made regular, or all 
will go to wreek. The keeping up of large armies, 
is the remains of that turbulent ſpirit which anima- 
ted royalty for ſo many centuries All. literature is 
filled with warlike ſentiments, from the books of 
Moſes to the news papers of this day. A young 
perſon cannot learn to read without imbibing the fire 
of wary But as nothing is ſo evident, from the 
conſideration of the total revolution in the ſpirit of 


the people of Europe, as that war is inconſiſtent 


with che profperity of a modern ſtate, I ſometimes 
alloy my imagination to cary me ſo far as to believe 

the time is at hand when war will come to ceaſe. 
But there is no ſuch thing as predicting in political 
matters: general peace is a contingent conſequence 
which a thouſand aceidents may prevent; and one 
among the reſt is that the whole. plan of modern po- 
licy may be broken to pieces, before Princes come to 

diſcover that it is their intereſt to! be quiet. The 
arnbition of one, arms all the reſt, and when once 
they are at the head of their armiet want of money 
only aſſembles a congfeſs, not to make peace, but 

that the parties may have ſome: years to gather ne- 


force. | MLS! {14 
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| It is not therefore trade and induſtry which have 
given birth to ſtanding armies, they have only ren- 
dred war impoſſible without them. It is the ambition 
of Princes to extend their dominion, and even ſome- 
times to extend their commerce, which gives occaſion 
to war. And we ſee daily how difficult it becomes 
to provide troops for this purpoſe, from no other rea- 
ſon ſo much as from the progreſs of trade and indu- 
ſtry. Thoſe who have the money cannot have the men, 
thoſe who have the men cannot have the money. Do 
we not ſee how the greateſt monarchy in Europe, the 
Prince who has the moſt millions of ſubjects, cannot 
preſerve the rank of power he has preſcribed to him- 
ſelf (bis political. neteſſury for war) without a body of 
above thirty thouſand ſtrangers, in the time of the 
moſt profound peace, and after the greateſt redue- 
tion judged conſiſtent with the ſaſety of the coun- 
try? Theſe coſt vaſtly more than national troops, 
and brave men of all countries are alike; ſo that the 
only reaſon for keeping up ſo large a body of fo- 
reigners, is to facilitate augmentations when occaſion 
requires it; and not to ſpare the ſubjects who are 
willing to ſerve, but to ſpare agriculture and in- 
duſtry, after the ſuperfluities of theſe have fallen in, 
to compleat that body of troops which experience has 
determined to be proportioned to ſuch ſuperfluities. 
From this ſhort expoſition let me deduce a princi- 
ple. That ſince every ſtate has occaſion, according 
to the preſent ſyſtem of Europe, for a certain num- 
ber of armed men for their defence, the firſt care of 
a ſtateſman, is, to diſcover to what number thoſe 
of his ſubjects, who willingly prefer the conditions of- 
fered for military ſervice to the occupations: of in- 
duſtry, may amount. If he finds theſe exceed the 
number wanted for recruiting the army, it is a good 
reaſon to diminiſh the pay; until the encouragement. 
comes upon a level with the ſupply demanded. If 
on the contrary, the number of volunteers falls below 
the ſtandard required, he muſt examine the ſtate of 
the balance of work and demand, before he can give 
any further encouragement. If this balance ſtands e- 
ven 
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ven, he muſt take care that the pay given to ſoldiers” 


be not carried fo high, as to engage thoſe of the low- | 


eſt claſs of profitable induſtry to deſert it. 

What meaſures, therefore, can be fallen upon ? 
There are two. Either to hire foreign troops, as 
many ftates do; and I ſuppoſe for good reaſons, only 


| becauſe it is done. But I ſhould prefer another me- 


thod;;.,which is to create a new claſs of inhabitants, 
appropriated for ſupplying the army, upon the prin- 
Ciple above laid down, that he who feeds may have 
as many mouths as he pleaſes. 
I would therefore fix the military pay at a rate 
below the profits of uſeful induſtry, and accept of 
ſuch as ſhould offer. For the augmentation of this 


claſs, I would receive all the male children who 


ſhould be given or expoſed by their parents. Theſe 
ſhould be bred to every ſort of labour for which the 


ſtate has occaſion, and their numbers might be car- 


ried to twenty per cent. above that which might be 


judged neceſſary in time of the hotteſt war. Out 
of this claſs only, the ſtanding forces might be 


recruited ; thoſe who remained might be employed in 


every public ſervice; ſuch as working in arſenals, 


docks, highways, public buildings, &c. By taking 
care of the children of this whole claſs, their num- 
bers would riſe to whatever height might be judged 
neceſlary. The ſame ſpirit would be kept up; they 
might ſerve by turns, and all become difiplined. 
This is a ſcheme, in many caſes, and is an 
improvement upon the diſtribution of the inhabitants : 
the execution is gradual, therefore no ſudden revo- 
lution is implied. But it is fit only for a ſtate which 
can augment its numbers, without ſeeking for ſub- 
ſiſtence- from without. It would ſpare the land and ma- 
nufactures, and be a ready outlet for all ſupernu- 
meraries in every claſs. e 
This ſubject ſhall be reſumed in the fifth book, 
when we come to the application of the amount of 
taxes. At preſent it has found a place, only becauſe 
the ſupport of a national force has been ranked among” 
the objects of attention of thoſe ſtateſmen who are 
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at-the head of rich and luxurious er wineh have 
loſt their trade. 

Quesr. 6. What are the principles upon: which 
the relative force of nations is to be eſtimated? 

Without ſome limitations, no queſtion can be more 
difficult to reſolve than this; it muſt therefore be ex- 
amined only in fo far as it comes under the influence 
of certain principles. It is as impoſſible to eſtimate 
the real force =. 
of any conſiderable quantity of gun-powder, and 


for the ſame reaſon. The nation cannot exert all its 


force at once, no more than the powder can be in- 
flamed at once, and the ſucceſſive efforts of a ſmall 


power, are never equally effectual with the momentous 
ſhock of a great one. In proportion, therefore, as the 


ſpirit of individuals is moved to concur with the'pub- 


lic meaſure, a people become powerful; and as I know 
of no principle which can regulate ſuch affections of 


the mind, we muſt throw them quite out of the queſ- 
tion, and meaſure the power of nations by the quan- 
tity of men and money at a ſtateſman's command, in 


conſequence of the oeconomy he has eſtabliſhed. Let 
me then ſuppoſe two- nations, where the number of 
inhabitants, and weight of gold and ſilver are abſo- 
lutely the ' ſame, military genius and diſcipline quite 
equal. From what has been ſaid, we muſt determine 
that nation to be the ſtrongeſt, which, without diſturb- 
ing the oeconomy of their ſtate, can raiſe the greateſt 
proportion of men, and draw the greateſt proportion 
of money into the public coffers. 

When the number of inhabitants is given, the firſt 
thing to be known is the nature of the produce of 
the country, whether moſtly in corn, wine, or paſture: 
the more the ground is laboured, and the more crops 
it yearly produces, the fewer free hands it will main- 


tain in proportion to the whole, this computation muſt 


then proceed upon the principles laid down above, 
Book I. Chap. 8. 

When once you come at the number of free hands, 
you muſt examine the ſtate of luxury. Luxury is 


juſtly ſaid to effeminate a nation, becauſe the great 


multitude 


a nation, as it is eſtimate that 
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Chap. XXX. or POLITICAL, OECONOME. - 
multitude of hands taken up in ſupplying the inſtru- 


ments of it to the rich, diminiſhes greatly the num- 
ber of ſuch as can be employed in war. If manu- 


facturers and folks accuſtomed to a ſedentary life, 
are at a certain age taken from trades, to compoſe 
armies, they will make bad ſoldiers ; and the ſtrength 
of a nation lies chiefly in the valour and ſtrength of 
the ſoldiery. Luxury therefore effeminates a nation 
in general; but it does not follow from hence, that 
the moſt luxurious are the moſt effeminate, and moſt 
improper for war; on the contrary, they are found 
to be the braveſt and moft proper. The effeminacy 
and baſeneſs of mind, in point of courage, are found 
in the ſedentary multitude. The truth of this might 
be proved from many examples in antient hiſtory, if 
the preſent ſituation of Europe left the ſmalleſt room 
to doubt of it. | | 10.824 

The more therefore that luxury prevails in a coun- 
try, the fewer good troops can be raiſed in it, and 
vice verſa. But it is not ſufficient to have men for 
war, the men muſt be enabled to ſubſiſt, and in the 
modern way of making war, their ſubſiſtence and 


other expences require large ſums of money. We 


muſt then examine what proportion of the general 
wealth may be applied to this purpoſe. 

If in any country the riches be found in few hands, 
the ſtate will be poor; becauſe the opulence of the 
public treaſure depends greatly upon a right and pro- 
portional diſtribution of wealth' among the inhabi- 
tants. Riches are only acquired three ways. Firſt, 


Gratuitouſly, as by ſucceſſion, gift, or the like; ſe- 


condly, by induſtry; and laftly by penury. Thoſe 
who are poor are ſeldom enriched gratuitouſly, never 
by penury, and always by induſtry; when a poor 
man grows rich in any ſtate, he changes in ſo far the 
balance of wealth, for what is added to him is taken 
from another. When a ſpirit of in prevails, 


the balance is always turning in favour of the indu-— 


ſtrious, and as it is a pretty general rule, that the 

rich are not the moſt laborious, ſo the balance is ge- 

nerally turning againſt them. This being the cy 
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An INQUIRY 1xTo Txz PRINCIPLES Book II, 
the more that induſtry prevails, the quicker will this 
revolution be brought on. By ſuch revolutions, 
wealth becomes equally diſtributed; for by being equably 
diſtributed, I do not mean, that every individual comes 
to have an equal ſhare, but an equal chance, I may 
ſay a certainty, of becoming rich in proportion to his 
induſtry. Riches which are acquired by ſucceſſion, 
or any other gratuitous means, do not in the leaſt 
contribute to circulation, the owner, as has been faid, 
only changes his name. Thoſe made by penury or 
hoarding, inſtead of adding to, evidently diminiſh 
circulation. It is, therefore, by induſtry alone that 


wealth is made to circulate, and it is by circulation 


only, that money is uſeful. - When large ſums are 
locked up, they produce nothing; they are therefore 
locked up not to be uſeful while they remain ſecreted ; 
but that they may be uſeful when brought out in or- 
der to be alienated, In a ſtate, therefore, where there 
are a few very rich and many very poor, there muſt 
be much money locked up; for without money none 
can be rich, and if it were not locked up it muſt fall 
into the hands of the poor. Why? Becauſe the rich 
will not give it to the rich, gratuitouſly, nor will 
they labour to acquire it; either then the common 
people muſt be lazy and unwilling to work, or the 
rich muſt be fo penurious and addicted to hoarding, 
as to keep it out of the hands of the poor. In both 
which caſes, if there be money -in the country, it 
muſt be found in coffers, | 

From theſe poſitions it may be concluded, that 
wealth which produces nothing to its owner, cannot 
be ſuppoſed to produce any thing to the ſtate : con- 
ſequently, that ſtate in which there 1s the quickeſt 
circulation of money, is, ceteris paribus, that in 


which the greateſt proportion of the general wealth 


may be raiſed for the public ſervice. This is all 
that is neceſſary to obſerve at preſent : when we have 
examined the nature of credit and taxes, and the 
principles upon which they may be levied in different 
countries, and under different forms of government, 
we ſhall diſcover more rules for eſtimating the force 
of different ſtates. The 
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Chap. XXX. or POLTTICAL OECONOMY. 
The principles of induſtry have been ſo interwo- 


ven with thoſe of trade, through all the chapters of 


this ſecond book, that it is now proper, before we 
diſmiſs the ſubject, to examine a little into the nature 
of the firſt, conſidered more abſtractedly, and more 
detached from its relation to the equivalent given for 
it, which is the proper characteriſtic of trade, and 
from which proceeds the intimate connection between 


them. TY 
The object of our enquiry hitherto has been to dif 


cover the method of engaging a free people in the 


. advancement of the one and the other, as a means of 


making their ſociety live in eaſe, by reciprocally 
contributing to the relief of each others wants. ' Let 
us next examine ſome further conſequences, We 
are now to caſt our eyes upon another view of this 
extenſive landſcape, where the perſonal advantages, 
immediately felt from this gentle band of mutual de- 
pendence, are not to fix our attention ſo much as the 
effects produced by induſtry upon the face of things, 
and manners of a people. 

The better to tranſmit this idea, which I find a 
little dark, let me ſay, that hitherto we have treated 
our ſubject, according to the principles which ſhould 
direct a ſtateſman, to advance trade and induſtry, 


by engaging the rich to give bread to the poor. Now - 


we are to examine the conſequences reſulting from 
the execution of this plan ; and compare the difference 
between a country which has been inhabited by a 
people abundantly provided for without induſtry and 
labour, and one occupied by another who have ſub- 
ſiſted by theſe means: and further, we are to exa- 
mine induſtry as producing effects more or leſs hurt- 
ful to the ſimplicity of manners, and more or leſs 
permanent and beneficial, according as it has been 
directed towards different objects. 

I can eaſily ſuppoſe a nation living in the greateſt 


ſimplicity, even going naked, but abundantly fed, 


either with the ſpontaneous fruits of the earth, or by 
an agriculture proportioned to the wants of every 


one, and where very little alienation or exchange _ 
place. 
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An INQUIRY 1xTo Txt PRINCIPLES Book IL 
place. From this primitive life, as I may call it, the 


degrees of induſtry, like imperceptible ſhades, may 


be augmented ; and the augmentation, as I appre- 
hend, 1s to be meaſured not ſo much by the degree 
of occupation which the inhabitants purſue, as by the 
quantity of permutation among them; becauſe I think 
permutation implies ſuperfluity of ſomething . 

A people then lives in the utmoſt ſimplicity, when 
the earth is ſo far in common, as that none can ac- 
quire the property of it, but in virtue of his poſſeſ- 
ſion as the means of ſubſiſtence; and when — 1 one 
is employed in providing neceſſaries for himſelf, and 


for thoſe who belong to him. The moment any one 


has occaſion for the ſervice of another, independent 


Our firſt parents, placed in Paradiſe, were fed from the hand 
of God, and freed by the conſtitution of their nature, from ever? 
uneaſy animal defire. Since the fall, the whole human =_ 
have been employed jn contriving and executing methods for re- 
lieving the wants which are the conſequences of ſuch defires. 
Hence 1 conclude, that had the fall never taken place, the 
purſuits of man would have been totally different from what they 


are at preſent. May I be allowed to ſuppoſe, that in ſuch a hap- 


py ſtate, he might have been endowed with a faculty of tranſ- 
mitting his molt complex ideas with the ſame perſpicuity with 
which we now tranſmit thoſe relating to geometry, numbers, 
colours, &c. From this I infer, there ave have been no dif- 
ference of ſentiment, no diſpute, no competition between man 
and man, The progreſs in acquiring uſeful knowledge, the plea- 
ſure of communicating diſcoveries, would alone have pore a 
fund of happineſs, as inexbauſtible as knowledge itſelf, 
Mankind, therefore, ſet out upon a ſyſtem of living without 
labour, without induſtry, without wants, without dependence, 
without ſubordination; conſequently, had they remained in that 
ſtate, the lapſe of time would have produced no change upon 
any thing, but the ſtate of knowledge. Baniſhed from Paradiſe, 
man began to plow the ground, conſequently to change her ſur- 
face: he built houſes, made bridges, traced roads, and by de- 
grees has come, in different ages, to pleaſe and gratify his incli- 
nations, by numberleſs occupations and purſuits, conſtantly dic- 
tated to him by his wants; that is, by his imperfeQions, and by 
the defires which they inſpire. When theſe are fatisfied, his 


ues happineſs is carried as far as poſſible ; but as mankind 


eldom remain in a ſtate of contentment, and that our nature con- 
ſtantly r us to add ſomething new to our former enjoy - 
ments, ſo it naturally happens, that ſocieties once eſtabliſhed, and 
living in peace, paſs from one degree of refinement to another, 
that u to ſay, man daily becomes more laborious. p 
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of him, he muſt have an equivalent to give. This 
equivalent muſt be ſomething moveable, ſome fruit 
of the earth, pure or modified, ſuperfluous, not ne- 
ceſſary, not the earth itſelf, becauſe this is the founda- 
tion of his ſubſiſtence; and he can never alienate what 
is eſſential to his being, in order to procure a ſuper- 
fluity. From this we may deduce a principle that 
the alienation of conſumable commodities is a conſe- 
quence of ſuperfluity alone, as this is again the bane 
of ſimplicity. Conſequently, he who would carry 
ſimplicity to the utmoſt length, ought to proſcribe 
all alienation ; conſequently, all dependence among 
men ; conſequently, all rdination: every one 
ought to be entirely dependent upon his own labour, 
nothing elſe. | | 

Were man either reſtored to his primitive tate of 
innocence, or reduced to a ftate of brutality; were 
his purſuits either purely ſpiritual, or did they ex- 
tend no further than to the gratification of his animal 
deſires, and acquiſition of his phyſical-neceflary ; ſuch 
an oeconomy might be compatible with ſociety. But 
as we ſtand in a middle ſtate between the two, and 
have certain defires which participate of the one and 
of the other, the gratification of which conſtitute 
what we have called our politicalneceſſary (which we 


cannot procure to ourſelves, becauſe-the very nature 


of it implies ſuperiority and ſubordination, as well as 
a mutual dependence among men) a total obſtruction 
to alienation becomes compatible wth government, 
conſequently with human ſociety ; and this being the 
caſe, all ſimplicity of manners is only relative. Our 
fathers looked upon the manners of their anceſtors as 
ſimple, theſe again admired the fimplicity of the pa- 
triarchs ; and perhaps the time may come, when the 
manners of the eighteenth century may be called the 


noble ſunplicity of the antients. 


As ſimplicity of manners is therefore relative, let 
us decide, that as long as ſuperfluity does more good 
in providing for the poor, than hurt in corrupting 
the rich; ſo far it is to be approved of and no 
further. | N 
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may not the; purſuits of induſtry, be turned towards 


Av INQUIRY To THE PRINCIPLES Book If: 


_» Hereit is urged, that ſince ſuperfluity is only good, 


ſo far as it provides ſubſiſtence for the poor, why 


objects which cannot corrupt the mind? Why, in 


— fine clothes, elegant entertainments, magni- 


furniture, carving, gildings, and embroidery, 
with all the ſplendor to be ſeen in palaces, gardens, 
operas, balls, and maſquerades, proceſſions, ſnews, 
horſe- races, and diverſions of every kind, why might 
not, I ſay, the multitudes which are employed in 


ſupplying theſe tranſitory gratifications of human 


weakneſs (not to call them by a worſe name) be em- 


ployed in making highways, bridges, canals, foun- 


tains, fortifications, harbours, public buildings, and 
a thouſand other works, both uſeful to ſociety, and 


of good example to ſucceeding generations? Such 


employments are eternal monuments of grandeur, 
they are of laſting utility, and are no more to be 
compared to the trifling induſtry of our days, than 
an Egyptian pyramid 1s to be compared with the 
luxury of Cleopatra, or the via appia with the ſuppers 
of Heliogabalus. This was-the taſte in the virtuous 


days of ancient ſimplicity : the greatneſs of a people 


appeared in the magnificence of uſeful works, and as 
virtue diſappeared, a luxury reſembling that of mo- 
dern times took place. The aqueducts, common 
ſewers, temples, highways, and burying places were 
the ornaments of conſular Rome. The imperial 
grandeur of that city ſhone out in amphitheatres and 
baths; and the turpitude of manners (ſay the patrons 
of ſimplicity) which brought on the decline, ought 


to terrify thoſe who make the apology of modern lux- 


ury and diſſipation. 24 

In order to ſet this queſtion in a clear light, and to 
do juſtice both to the antients and moderns, let us 
once more enter into an examination of circumſtances, 
and ſeek for effects in the cauſes which produce them. 
Theſe are uniform in all ages; and if manners are 


different, the difference muſt be accounted for, 


without overturning the principles of reaſon and com- 
mon ſenſe. 
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Chap. XXX. or POLITICAL OECONOMY. 

Quesr. 7. In what manner, therefore, may 
a ſtateſman eſtabliſh induſtry, ſo as not to deſtroy 
ſimplicity, nor occaſion a- fudden revolution in the 
manners of his people, the great claſſes of which are 
ſuppoſed to live ſecure in eaſe and happmeſs; nk 
at the ſame time, ſo as to provide every one with 
neceſſaries who may be in want? oo rho, en 

The obſervations we are going to make will point 
out the anſwer to this queſtion: they will unfold til -- 
further the political oeco of the ancients, ard 
explain how manners remained fo pure from vicious 
luxury, notwithſtanding the great and ſu 
works carried on, which ſtrike us with ſo an 
idea of their uſeful magnificence and noble fimplioity. 
Theſe obſervations will alſo confirm the juſtneſs of 2 
diſtinction made, in the firſt chapter of this book, 
between labour and induſtry; by ſhewing that labour 
may ever be procured, even by at the 
of furniſhing man with his phyſical-neceffary, from 
which no ſuperfluity can proceed: whereas induſtry 
cannot be eſtabliſhed, but by an adequate equivalent, 
proportioned, not to the abſolutely neceſſary, but 
to the reaſonable deſire of the induſtrious; which 
equivalent becomes afterwards the means of diffuſing 
a luxurious diſpoſition among all the elaſſes of a 
people. 12 

If a ſtateſman finds certain individuals in want, he 
muſt either feed them, in which cafe he may employ 
them as he thinks fit; or he muſt give them a _ 
of land, as the means of feeding themſelves. If he 
gives the land, he can require no equivalent for it, 
becauſe a perſon who has nothing can give nothi 
but his labour; and if he be obliged to labour for 
his food, he cannot purchaſe with labour the earth 
itſelf, which is the object of it. If it be aſked, whe- 
ther a ſtateſman does better to give the food, or to give 
the land? I think it will appear very evident, that 
the firſt is the better courſe, becauſe he can then ex- 
ac an equivalent; and ſince in either way the perſon 
is fed, the produce of his labour is always clear gain. 
_— * to give the food, he muſt have it to give; 
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An INQUIRY IN rO Tues PRINCIPLES Book II. 
in which caſe, it muſt either be a ſurplus- produce of 
ublic lands, or a contribution from the people. In 
both which caſes, is.implied a labour carried on be- 
yond the perſonal wants of thoſe who labour the 
ound. If this fund be applied in giving bread to 
ſe whom he employs in improving the ſoil of the 
country in general, it will have no immediate effect 
of deſtroying the ſimplicity of their manners; it wall 
only extend the fund of their ſubſiſtence. If he em- 
loys them in making highways, aqueducts, common 
_ bridges, and the like; it will extend the cor- 
reſpondence between the. different places of the coun- 
try, and render living in cities more eaſy and agree- 
able: and theſe changes have an evident tendency 
towards deſtroying ſimplicity. But here let it be re- 


marked, that the ſimplicity of individuals is not 


hurt by the induftry carried on at the expence of the 
public. The ſuperfluous food at the ſtateſman's diſ- 
poſal, is given to people in neceſſity, who are em- 
ployed in, relieving the wants of the public, not of pri- 
vate perſons. But if, in conſequence of the roads 
made, any inhabitant ſhall incline to remove from 

lace to place in a chariot, inſtead of riding on horſe- 
ts or walking, he muſt engage ſome body to 
make the machine: this is a further extenſion to oc- 
cupation, on the ſide of thoſe who labour; but the 
conſequence of the employment is very different, 
when conſidered with regard to the ſimplicity of man- 


ners. The reaſon is plain: the ingenuity here muſt 


be paid for; and this ſuperfluity in the hands of the 
workman is a fund for his becoming luxurious. 
_ Induſtry deſtroys ſimplicity of manners in him who 
gives an equivalent for an article of ſuperfluity ; and 
e equivalent given frequently gives rife to a ſubordi- 
nate ſpecies of —.— in the workman. When in- 
duſtry therefore meets with encouragement from in- 
dividuals, who give an equivalent in order to ſatisfy 
growing deſires, it is a proof that they are quitting 
the ſimplicity of their manners. In this caſe, the 
wants and deſires of mankind prove the mother of 
induſtry, which was the ſuppoſition in the firſt book 
5 TI becauſe, 
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Chap. XXX. or POLTTICAL OECONOMY. 
becauſe, in fact, eee e 8 owing to 
this cauſe alone. 

But the induſtry of ancient times was very differ- 
ent, where the multitude of flaves ready to execute 
whatever: was demanded, either by the ſtate or by 
their maſters, for the equivalent of ſimple maintenance 
only, prevented wealth from ever falling into the 
hands of induſtrious freemen; and he who has no 
circulating: equivalent to give for ſatisfying a deſire of 
ſuperfluity, muſt remain in his former ſimplicity. 
The labour therefore of thoſe days producing no cir- 
culation, could not corrupt the manners of the peo- 
ple; becauſe, remaining conſtantly poor, they never 


could increaſe their conſumption of ſuperfluity. 


I muſt, in this place, inſert the authority 9 
cient author, in order both to illuſtrate and to prove 
the juſtneſs of this repreſentation” of * nn 


oeconomy of the ancients. 75 
| Neneplion: uu the 


There remains a diſcourſe of 
improvement of the revenue of the ſtate of Athens. 
Concerning the authenticity of this work, I have not 
the ſmalleſt doubt. It is a chef d oeuvre of its kind, 
and from it more light is to be had, in relation to the 
ſubject we are here upon, than from r thing 1 have 
ever (een, ancient or modern. 

From this ancient monument vole the ent- 
ments of the author with regard to the proper em- 
ployment of the three principal claſſes of the Athenian 
people, viz. the citizens, the ſtrangers, and the ſlaves. 
From the plan he'la ays down we plainly diſcover, that, 
in the ſtate of Athens, (more renowned- than any 
other of antiquity for the arts of luxury and refine- 
ment) it never entered into the imagination of any 
politician to introduce induſtry even among the loweſt 
claſſes of the citizens; and Xenophon's plan was to 
reap all the benefits we at preſent enjoy from it, 
without producing any change aon ms ita the 
Athenian people. 

The ſtate at this time was in 100 ip impoſe taxes 
upon their confederate eities, in order to maintain 


their own common people, and Xenophon's intention 
D 2 in 
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in this di ſoourſe was, not to lay 
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down a plan to make 


them maintain themſelves by induftry, but to im- 
prove the revenue of the ſtate in fach a manner as 
out of it to give every citizen a penſion of three obolt 
a day, or three pence three farthings of our money. 
1 
nor 


branch of his plan, 
fallen upon to form 


not here pv 
point out the refources he h 
z ſufficient fund for that purpoſe ; but he 
in caſe of any deficiency in the domeſtic revenue of 
the ſtate, people from all quarters, Prinees and ſtran- 


gers of note; in all countries, would be proud of 


contributing towards it, for the honour of being re- 
corded in the pubtic monuments of Athens, and hav- 
ing their names tranſnmatted to 
to the ſtate in the execution of ſo grand a defign, 

In our days, fuch an ides would appear ridiculous, 
m the days of it was rational. 
At that time great quantities of gold and ſilver were 
found locked up in the coffers 
in a meaſure uſeleſt to them, in the eommon 
courſe of life, and was the more eaſily parted with 
from a ſentiment of vanity or oftentation. 
ln our days, the largeft income is commonly found 
— ys, a the current —— the proprietor. 

rom whence it happens, preſents, great expence 
at funerals and marriages, godfathers gifts, &c. ſo 
very familiar among ourſelves m former times, are 
daily going out of faſhion. Thefe are extraordinary 
and unforeſeen nces which our anceftors were 
fond of; becarrſe they flattered their vanity, without 
dirninifhing the fund of their current expence: but as 
now we have no full coffers to fly to, we find them 
exceſfively burthenſome, and endeavour to retrench 
them as ſoon as we can, not from frugality, God 
knows, but in confequence of a change in our man- 


Beſides providing this daily penſion of three pence = 
three farthings a day for = citizen of Athens, Yich 


and poor, he propoſed to build, at the puble charge, 
many trading veſſels, a great many inns — 


ſays, that 


poſterity as benefaQtors = 


the rich: this was 
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of entertainment for all in 

to ere ſhops, warehouſes, - 
of which wayld increaſe the revenue, — add 
beauty and magnificencs to the city. In ſhort, Ne- 
nophon to the ſtate to by the 
hands of their flaves and ſtrangers. what a free peo- 
ple in our days are e in doing in 
every country of induſtry le — Citi- 
zens continued to receive their daily 

portioned to the valye of their pure p 

their buſineſs being confined to their ſerviee in 2 
army in time of war, their attendance in public af. 
{emblies, and the theatres in Hmes of peace, clothed 
like a parcel of capuchins, they, as became freemen, 
were taught to deſpiſe induftrious labour, and wRoy 
in the aufterity and Emplicity of their manners. 
pomp and nee of the | Perſian 
were a'fubje of ridicule in Greece, and a proof of 
their barbarity, and of the ſhave — gia, 
From this plain repreſentation of Renophot?'s I 
hope, the charaQeriftic difference between ancient 
in manifeſt; and for ſuch 
readers as take a particular delight in comparing the 
ſyſtems of fimplicity and luxury, F 
perufal of this moſt valuable diſoourſe. 

—— — il theſe circuraſtances, and 
comparing with the contraſt which is found as 
to every particular, in our times, I think it is but 
doing juftice to the moderns, to allow, that the eu- 
ates luxury which daily diffuſes itſelf through eve- 


ry claſs of a people; is more owing'to the aboliſhing 
of flavery, the equal diſtribution: of riches, and the 


circulation of an adequate equivalent for every ſer- 


vice, than to any greater corruption of our manners, 
than what prevailed the ancients, - 

In order to have log ey directed towards tho ob., 
ject of publio me public, not individuals, 
muſt have the eg to give Muſt not the em- 
ployment be to the taſte of him who, pur- 
chaſes it > Now, in ancient times, moſt public works 
were add cider by favs, . the per 
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the pure phyſical- neceſſary of free men. We find the 
price of a pyramid, recorded to us by Herodotus, 


in the quantity of turnips, onions, and garlic, con- 
conſumed by the builders of it. Thoſe who made 


the via appia, I apprehend, were juſt as poor when 
it was finiſned as, the day it was begun; and this 
muſt always be the caſe, when the work requires no 
peculiar dexterity in the workmen, It, on the other 
hand, examples can be brought wbere workmen. gain- 


ed high wages, then the conſequences muſt have 


been the ſame as in our dayͤs. Mit · 

So long, thereſore, as induſtry is not directed to 
ſuch objects as require a particular addreſs, which, 
by the principles laid down in the twenty firſt chap- 


ter, raiſe profits above the phyſical-· neceſſary, the in- 


duſtrious never can become rich; and if they are 
paid in money, this money muſt return into the hands 
of thoſe who feed them: and if no ſuperfluity be 
found any where, but in the hands of the ſtate, ſuch 
induſtry may conſume a ſurplus of ſubſiſtence, but 
never can draw one penny into circulation. This I 
apprehend to be a: juſt application of our principles, 
to the ſtate of induſtry under the Roman republic, 
and that ſpecies of - induſtry. which we call /abour. 
We are not therefore to aſcribe the taſte for employ- 
ment in thoſe days to the virtue of the times. A man 
who had riches, and who ſpent them, ſpent them no 
doubt then, as at preſent, to gratify his deſires: and 
if the ſimplicity of the times furniſhed no aſſiſtance 
to his on invention, in diverſify ing them, the con- 


ſequence was, that the money was not ſpent, but 


locked up. I have heard many a man ſay, had I ſo 


much money I ſhould not know how to ſpend it. 


The thing 1s certainly true; for people do not com- 
— take it into their head to lay it out for the 


e body, I belſeye, will deny that money is better 


employed in building a houſe, or in producing ſome- 
thing uſeful and permanent, than in providing arti- 
eles of mere tranſitory ſuperfluity. But what princi- 
ple of politics can influence the taſte of the proprie- 


tor 


ä * * * 


1 


Chap. XXX. or POLITICAL OECONOMY. - 

tor of wealth? This being the caſe, a ſtateſman is 
brought to a dilemma; either- to allow 1nduſtry to 
run into a channel little beneficial to the: ſtate, lit- 
tle permanent 1n its nature, or to- deprive: the; poor 
of the advantage reſulting from it. May I -not- fur- 
ther ſuggeſt, that a ſtateſman, who. is at the head of 
a people, whoſe taſte is directed towards a trifling 
ſpecies of expence, does very well to diminiſh the 


fund of their prodigality, by calling in, by means of 


raxes, a part of the circulating equivalent which * 
gave for it? When once he 4s enriched by theſe 
contributions, he comes to be in the ſame: {ituation 
with ancient ſtateſmen, with this difference, that t 

had their flaves at their command, whom they fed 
and provided for; and that he has the free, for the 
ſake of an equivalent with which they feed and pro- 


vide for themſelves. He chen can ſet public works on 


foot, and inſpire, by his example, a taſte for induſtry 


of a more rational kind, which may advance the pub- 
lic good, and procure a laſting benefit to the nation. 
I have ſaid above, that the acquiſition of money, 
by the ſale of induſtry to ſtrangers, or in return 2 


conſumable commodities, was a way of augmenting 


the general worth of a nation. Now I fy, that who- 


ever can transform the moſt conſumable commodities 


of a country into the moſt durable and moſt /benefi- 
cial works, makes a high improvement. If therefore 
meat and drink, which are of all things the meſt con- 
ſumable, can be turned into harbours, high roads, 
canals, and public buildings, is not the improvement 
jnexpreſlible? This is in the power of every ſtateſ- 
man to accompliſh, who has ſubſiſtence at his diſpo- 
ſal; and beyond the power of all thoſe who have it 
not. There is no occaſion for money to improve a 


country. All the magnificent buildings which orna- 


ment Italy, are a much more proper repreſentation of 
a ſcanty ſubſiſtence, than of the gold and filver found 


in that country at the time they were executed. Let 


me now conclude with a few. miſcellaneous obſerva- 
tions on what has been ſaid. : 1 17 7 
| D 4 Onsgr, 
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Osna. 1. When I admire the magnificence and 
grandeur of public works in any country, ſuch as ſtu- 


pendous churghes, amphitheatres, roads, dykes, ca- 


nals; in a ward, when I examine Holland, the great- 
eſt work perhaps ever done by man, I am never ftruck 
with.the expence. I compare them with the num- 
berg of men who have lived to perform them, When 
ſee another country well inhabited, where no ſuch 
works appear, the contraſt ſuggeſts abundance of re- 
floctions. . 

As 10 the firſt, I conclude, that while theſe works 
wers carried on, either flavery, or taxes muſt have 
been eſtabliſhad ; becauſe it ſeldom happens, that a 
Prigce will, out of his own patrimony, launch out in- 
to ſuch expences, purely to ſerve the public. Public 

ks are carried on by the public; and for this pur- 

5 either the perſons or purſes of individuals, muſt 
be at its command, The firſt | call ſlavery; that is 
ſervice; the ſecond taxes; that is public contribu- 
tions in money or in neceſſaries. 

Oss ER. 2. I further conclude, that nothing is to 
he gathered from thoſe works, which ſhould 
us to entertain a high opinjon of the wealth, or other 
ſpecies of magnificence in the people who exeguted 
them. All that can be determined poſitively con- 
eerning their oeconomy as to this particular, is, that 
at the time they were performed, agriculture muſt 

have been exerciſed as a trade, in order to furniſh a 
ſurplus ſufficient to maintain the workmen ; or that 


ſubſiſtence maſt have came from abroad, either as a 


return for other ſpecies. of induſtry, or gratuitouſly, 
that is, by rapine, tribute, e. 
- Omgzx. 3. That the conſequence of ſuch works, is, 
to make meat, drink, and neceſſaries circulate, from the 
hand af thoſe ho have a ſuperfluity of them, into 
thoſe who are employed to labour; or to oblige thofe 
wha formerly worked for themſelves only, to work 
alſÞ in part for others. To execute this, there muſt 
be a ſuburdination: for who will increaſe his labour 
voluntarily, in order to feed people who do not 
work for him, but for the public? This combina- 
| tion 
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tion was neglected throughout the firſt bock; be- 
cauſe we there left mankind at liberty to follow 
the bent of their inclinations. This was — 
to give a right idea of the ſuhject we then i 
ed to treat, and to point out the different effects of 
ſlavery and liberty; but now, that we have formed 
trading nations, and riveted a multitude of recipro- 
cal dependencies, which tie the members together, 
there is leſs danger of introducing reſtraints; becauſe 
the advantages which people from a well order- 
ed ſociety, make them put up the better with the 
inconvenioncies of ſupporting and improving it. It is 
an univerſal principle, that inſtruction ——— 

with gentleneſs. A young horſe is to be careſſed — 
the ſaddle is firſt put upon his back; any thing that 
appears harfh, let it be ever fo uſeful edn muſt 
be ſuſpended in the beginning, in order to captivate 
the inclination of the creature which we incline to 


inſtruct. 
When a ſtateſman knows the extent and 


Ous8En. 4. 
—— territory of his country, ſo as to be able 
to eſtimate what numbers it may ; he may lay 
down his plan of political oeconomy, and chalk out 
a diſtribution of inhabitants, as if the eee 
already It will depend upon his judgment 
alone, and upon the combination of circumſtances, 
foreign and domeſtic, to diftribute, and to employ 
the claſſes, at every period during this execution, in 
the beſt manner to advance agriculture, ſo as to 
bring all the lands to a thorough cultivation. A rul- 
ing principle here, is, to keep the huſbandmen o 
employed, that their — may be carried as hi 

as paſſible; becauſe this ſurplus 0 the main ſpring of 
al alienation and induſtry. The next thing is to 1 
this ſurplus circulate; no man muſt eat of it for no- 
thing. rr — 
when two countries, 
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A ſtateſman, therefore, under ſuch circumſtances, 
ſhould reaſon thus: | have a country which maintains 
a million of inhabitants, I ſuppoſe, and which is ca- 
pable of maintaining as many more; I find every one 
employed in providing for himſelf, and conſidering 
the ſimplicity of their manners, a far leſs number 
will be ſufficient to do all the work: the conſequence 


is, that many are almoſt idle, while others, who have 


many children, are ſtarving,” Let me call my people 
together, and ſhew them the inconvenience of having 
no roads. He propoſes that every one who chooſes 
to work at thoſe ſhall be fed and taken care of by 
the community, and his lands diſtributed to thoſe 
who incline to take them. The advantage is felt, 
the people are engaged to work a little harder, fo as 
to overtake the cultivations of the portions of thoſe 
who have abandoned them. Upon this revolution, 
labour is increaſed, the ſoil. continues cultivated as 
before, and the additional labour of the farmers ap- 
pears in a: fine high road. Is this any more than a 
method to engage one part of a people to labour, in 
order to maintain another ? n ne n 

OsnsER.'5.. Here I aſk, whether it be not better 
to feed a man, in order to make him labour and be 
uſeful, than to feed him in order to make him live 
and digeſt his victuals? This laſt was the caſe of 
multitudes during the ages of antient ſlavery, as well 
as the conſequence of ill directed modern charity. 


One and the other being equally well calculated for 


producing a ſimplicity of manners; and Horace has 
painted it to the life, when he ſays, | 
Nos numerus ſumus, et fruges conſumere nati. 


This I have heard . humorouſly tranſlated, though 


naſtily I confeſs; We add to the number of t—d- 


| mills. A very juſt repreſentation of many of the hu- 
man ſpecies! to their ſhame be it ſpoken, as it equally 


caſts a reflection on religion and on government. 
Conſiſtently with theſe principles, we find no great 
or public work carried on in countries of great liber- 
ty. Nothing of that kind is to be ſeen among the 
Tartars, or pr og Indians. Theſe I call free na- 
| t10ns, 
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tions, but not our European republics, where I have 
found juſt as much ſubordination and conſtraint as 
any where elſe. | 4 a4 
have, on ſeveral occaſions, let drop ſome expreſ- 
ſions with regard to charity, which | am ſenſible 
might be miſinterpreted. It will therefore be proper 
to make. ſome apology, which no body can ſuſpect 
of inſincerity; becauſe my reaſon for introducing it, 
is with a view to a further illuſtration of my ſubject. 
When I fee a rich and magnificent monaſtery of 
begging friars, adorned with profuſion of ſculpture, 
a ſtupendous pile of building, ſtately towers, incru- 
ſtations of | marble, beautiful pavements; when I 
compare. the execution and the expence of all theſe, 
with the faculties of a perſon of the largeſt fortune, 
I find there is no proportion between what the beg- 
gars have executed with the produce of private cha- 
rities, and what any Lord has done with his over- 
grown eſtate, Nay monaſteries there are which, had 
they been executed by Princes, would have been 
cited by hiſtorians, from generation to generation, as 
eternal monuments of the greateſt prodigality and 
diſſipation. Here then is an effect os charity, which 
I have heard condemned by many, and I think with- 
out much reaſon. What proſtitution of riches! ſay 
they : how. uſefully might all this money have been 
employed, in eſtabliſhing manufactures, building a 
navy, and in many other good purpoſes? Whereas 
I am ſo entirely taken up with the effects ariſing 
from the execution of the work, that I ſeldom 
give myſeif time to reflect upon its intention. 
The building of this monaſtery has fed the induſtri- 
ous popr, hes encouraged the liberal arts, has 
improved the taſte of the inhabitants, has opened the 


door to the curioſity of ſtrangers : and when 1 exa- 


mine my purſe, I find that in place of having con- 
tributed to the building of it from a charitable dif- 
poſition, my curioſity to ſee it has obliged me to con- 


tribute my proportion of the expence. I ſpend my 


money in that country, and ſo do other ſtrangers, _ . 


without 
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without bringing away any thing for it. No balanee 


of St. Anthony of Padua, has brought more clear 


money into that city than the induftry of a thouſand 


weavers could have done: the charity given is not to 
the monks, but to the poor whom t I 
young wits, therefore, make a jeſt of ſuch a devoti- 
on, 1 atk, who ought to be laughed at, thoſe/ who 
give, or thoſe who receive money for the ſhow ? 

In a country where fych works are ufually carried 
on, they ceaſe in a great meafure to be uſeful, when- 
ever they are finjſhed ; and a new one ſhould he ſet 
on foot directly, or what will become of thoſe who 
are without work? It muſt not be concluded from thi 
that the uſefulneſs of public 'works is not a — 
conſideration. The more a work is uſeful after it is 
done, ſo much the better; becauſe it may then have 
the effect of giving bread to thoſe who have not built 
it. But whether uſeful or not afterwards, it muſt be 
uſeful while it is going on; and many, who with 
pleaſure will give a thouſand pounds to adorn a 
church, would not give 8 ſhilling to build Weſtmin- 
ſer bridge, or the port of Rochefort ; and the poor 
live equally by the execution of either, Expenfive 
pablic works, are therefore a means of giving bread 
to the poor, of advancing induſtry, without hurting 
the ſimplicity of manners; which is an anſwer to the 
ſeventh queſtion. 

Ougtr. 6. Great works found in one country, and 
none found in another, is no proof that the firſt has 
ſurpaſſed the ſecond in labour and inquſtry : the con- 
traſt only marks the different djvifion of „ Of 
taſte of expence. Every undertaking marks a parti- 
cular intereſt. Palaces are a repreſentation of rich 
individuals ; ſnug boxes, in the neighboyrhood of 
cities, repreſent ſmall but eafy fortunes ; hutts point 
out poverty ; aqueducts, highways, &e. teſtify an 
3 e. 
country where no ve of private enpence 2 
chen muſt wo gnome ns by 


ſlaves, or by oppreſſion; otherwiſe ſomebody, at leaſt, 


would 


ol trade is clegrer than this. The miraculous tongus 
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would have gained by the execution; and his gains 


would appear in one ſpecies of expence or another. 
On8zr. 9. In countries where fortunes have been 
unequally divided, where there have been few rich 


and many poor, it is common to find laſting rnonu- 


ments of labour; becauſe great fortunes only are ca- 


pable of producing them. As a proof of this let us 
compare the caſtles of antient times (I mean four or 
five hundred years ago) with the houſes built of late. 
At that time fortunes were much more unequal than 
at preſent, and accordingly we find the habirations of 
the great in moſt countries not numerous, but of an 
extraordinary bulk and ſolidity. Now a building is 
never to be judged of by the tnoney it coſt, but by 
the labour it required. From the houſes in à coun- 


try I judge of the opulence of the great, and of the 


proportion of fortanes among the inhabitants. The 
taſte in which theſe old caſtles are built, marks the 
power of thoſe who built them, and as their numbers 
are ſmall, we may judge, from the nature of man, 
who loves imitation, that the only reuſon for it was, 
that there were few in a condition wo build them. 
Why do we find in modern times a far teſt difpropor- 
tion between the conveniency with which every body 
is lodged, than formerly; but only betauſe riches 
are more equally divided, 
duftry above-deſcribed. | 

OnsxR. 8. From this we may gather, that laſting 
monuments are no adequate rt e of the induftry 
of a country. The expence of wmodern prince, in a 
ſplendid court, purnerous armies, frequent jpurneys, 
magnificent banquets, operas, maſquerades, tourna- 
ments, and ſhews, give employment and bread 
to as many hands, as the taſte of him who built the 
pyramid ; and the ſmoke of the gun-powder at his ro- 
views, of the flambeaus and wax lights at his enter- 


tainments, may be of as great aſe to poſterity, as the 


ſhadow of the pyramid, which is the only viſible effect 
produced by it; but the one remains for ever, the 
other leaves no veſtige behind it. The very remaining 
of the work, however uſeleſs in itſelf, becomes uſeful. 
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in ſo far as it is ornamental, inſpires noble ſentiments 
of emulation to ſucceeding princes, the effects of 


which will ſtill be productive of the good conſequences 


of keeping people employed. The expence of the 
other flatters the ſenſes, and gives delight: there is 
no queſtion of choice here. All uſeful expence gra- 


tifies vanity only; accident alone makes one ſpecies 


permanent, another tranſitory, | 

Thoſe who have money may be engaged to part with 
it in favour of the poor but never forced to part with 
it, to the prejudice of their poſterity. Inſpire, if you 
can, a good and uſeful taſte of expence ; nothing ſo 
right; but never check the diſſipation of ready mo- 
ney, with a view to preſerve private fortunes. Leave 
ſuch precautions to the prudence of every individual. 
Every man, no doubt, has as good a right to perpe- 
tuate and provide for his own poſterity, as a ſtate 
to perpetuate the welfare of the whole community ; it 
is the combination of every private intereſt which 


forms the common weal. From this I conclude, that, 


without the ſtrongeſt reaſons to the contrary, - perpe- 
tual ſubſtitutions of property ſhould be left as free to 
thoſe who poſſeſs lands, as locking up in cheſts ſhould 
be permitted to thoſe who have much money. - 
 QuesrT. 8. What are the principles which influ- 
ence the eſtabliſhment of mercantile companies ; and 
what effects do theſe produce upon the intereſts of 
trade ? | 
| _ There is a cloſe connection between the principles 
relating to companies, and thoſe we have examined 
in the twenty third chapter, concerning corporations, 
The one and the other have excellent conſequences, 
and both are equally liable to abuſe. A right exami- 
nation of principles is the beſt method to-advance the 
firſt, and to prevent the latter. 

The advantages of companies are chiefly two. 

1. That by * the focks of ſeveral merchants 
together, an enterpriſe far beyond the force of any 
one, becomes practicable to the community 
2. That by uniting the imerefts of ſeveral merchants, 
who direct their foren commerce towards the ſame 


objects 
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objects, the competition between them abroad is taken 
away; and whatever is thus gained, is ſo much clear 
profit, not only to the company, but to the ſociety 
of which they are members. | 5 | 

It is in conſideration of the laſt circumſtance, that 
companies for foreign commerce have a claim to ex- 
tenſive privileges. But no encouragement given to 
ſuch aſſociations ſhould be carried further than the 
public good neceſſarily requires it ſhould be. The 
public may reward the ingenuity, induſtry and inven- 
tions of particular members, and ſupport a private 
undertaking as far as is reaſonable ; but every en- 


couragement given, ought to be at the experce of the 


whole community, not at that of particular denomi- 
nations of inhabitants. | 

The diſadvantages proceeding from companies are 
eaſily to be gueſſed at, from the very nature of the 
advantages we have been ſetting forth : and the re- 
lation between the one and the other will point out 
the remedies. 

1. The weight of money in the hands of companies, 
and the public encouragement given them, cruſh the 
efforts of. private adventurers, while their ſucceſs in- 
ſpires emulation, and a deſire in every individual to 
carry on a trade equally profitable. | 

Here a ſtateſman ought nicely to examine the ad- 
vantages which the company reaps from the incorpo- _ 
ration of their ſtock, and thoſe which proceed from 
the public encouragement given to the undertaking ; 
that with an impartial hand, he may make an equal 
diſtribution of public benefits. And when he finds it 
impoſſible to contribute to the advancement of the 
public good, by communicating the privileges of com- 
panies to private adyenturers, he ought to facilitate 
the admitrance of every perſon properly qualified into 
ſuch aſſociations. | | | 

2. The ſecond diſadvantage of companies, is, a 
concomitant of that benefit ſo ſenſibly felt by the ſtate, 
from the union of their intereſt, while they purchaſe 
in foreign markets: the ſame union which, at the 
time of buying, ſecures the company from all com- 

| petitions 
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tions, proves equally diſadvantageous to thoſe 
_ purchaſe from them at home. They are maſters 


of their price, and can regulate their profits by the 


beight of demand ; whereas they ought to keep them 
conſtantly proportioned to the real value of the mer- 


 chandize. 


The advantages reſulting from the union of — 
private ſtocks is common to all companies; but tho 
we have mentioned to proceed from the union of their 
intereſt, is peculiar to thoſe who carry on an excluſive 
trade in certain diſtant parts of the world. We have, 
in a formerchapter, laid down the maxims which in- 
fluence the conduct of a ſtateſman in regulating the 
prices of merchandize, by watching over the balance 
of work and demand, and by preſerving the princi- 
ples of competition in their full — But here a 
caſe preſents itſelf, where, upon one {ide of the con- 
tract, competition can have no effect, and where its 
introduction, by deſtroying the excluſive privilege of 
the company to trade in certain countries, is forbid 
for the ſake of the public good. 

What method, therefore, can be fallen upon to 
preſerve the advantage which the nation reaps from 
the company's buying in foreign parts without being 
expoſed to competition ; and at the ſame time to pre- 
vent the diſadvantages to which the individuals of the 


ſociety are expoſed at home, when they endeavour, in 


competition with one another, to purchaſe from a 
company, who, in virtue of the ſame excluſive privi- 


lege, are united 1n their intereſt, and become maſters 


to demand what price they think fit. 

It may be anſwered, that it cannot be ſaid of com- 
panies as of private dealers, that they profit of every 
little circumſtance of competition, to raiſe their price. 
Thoſe have a fixed ſtandard, and all the world buys 
from them at the ſame rate; ſo that retailers, who 
— conſumption, have in one — this no- 
table advantage, that all buying at the ſame price, 
no one can underſeil another; and the competition 
detween them ſecures the public from exorbitant 


prices. 
ö I agree 
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l I agree that theſe advantages are felt, and that 
they are real; but ſtill they prove no more than that 
the eſtabliſhment of companies is not fo hurtful, to the 


intereſt of thoſe who conſume their goods, as it wauld 


be could they profit to the utmoſt of their excluſive 
rivilege in ſelling by retail. But it does not follow 
— this, that the profits upon ſuch a trade do mot 


riſe (in conſequence. of their. privilege) ahove / the 


ſtandard proper for making the whole commerce of a 
nation flouriſh. The very jealouſy and diſſatisfaction, 
conceived by other merchants, equally induſtrious 
and equally well deſerving of the public, becauſe of 
the great advantages enjoyed by thoſe incorporated, 
under the protection of excluſive privileges, is a hurt 
to trade in general, is contrary to that principle of 
impartiality which ſhould animate a good ſtateſman, 
and ſhould be prevented if poſſible. . Let us therefore 
go to the bottom of this affair; and, by: tracing; the 


progteſs of ſuch, mercantile undertakings, as are pro- 


per objects for the foundation of companies, and which 
entitle them to demand and to obtain certain exclu- 
ſive privileges, let us endeavour to find out a method 
by which a ſtateſman may eſtabliſh-ſuch ſocieties, ſo 
as to have it in his power to lay their inland ſales un- 
der certain regulations, capable to ſupply the Want ef 
competition; and to prevent the profits of exclufiye 
trade from riſing, conſiderably, above the level of that 
which is cartied on without any ſuch aſſiſtance from 
the public. 1 97 ubiyiht 
While the intereſt of companies is in a few, hands, 
the union of the members is more intimate, and their 
affairs are carried on with more ſecrecy. This is al- 
ways the caſein, the infancy of {pi AD 99-4 But 
the want of experience frequently occaſions conſidera- 
ble loſſes; and while this continues to be the caſe, 
no complaints are heard againſt ſuch aſſociations. 
Few pretend to rival their undertaking, and it be- 
comes at firſt more commonly the object of raillery 
than, of jealouſy. During this period, the ſtateſman 
ſhould lay the foundation of his authority; he ought 
to ſpare no pains nor encouragement to ſupport-the 
Vor. II. E under- 
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undertak ing; he ought to inquire into the capaci 

of thoſe My 40 bead of it * their projects wo 
aid before him; and when he finds them reaſonable, 
and well planned, he ought to take unforeſeen loſſes, 
upon himſelf: he is working for the public, not for the 
company; and the more care and expence he is at in 
ſetting the undertaking on foot, the more he has a 
* the proſecution of it towards the general 
god. This kind of aſſiſtanee given, entitles him to 
the on of their books; and from this, more 
than any thing, he will come at an exact knowledge 
of every circumſtance relating to their trade. By this 
method of proceeding, there will be no complaints 
on the ſide of the adventurers, they will engage with 
chearfulneſs, being made certain of the public aſſiſt- 
ance, in every reaſonable undertak ing; their ſtock be- 
vomes in a manner inſured, individuals are encourag- 
xd to give them credit, and from creditors they will 


maturally become aſfociates in the undertaking. So 


ſeon as the project comes to ſuch a bearing as to draw 
Fealonſy, the bottom may be enlarged by opening 


the doors to new aſſoeiates, in place of permitting the 


original proprietors to augment their ftock with bor- 

money ; and thus the fund of the company 
may be increaſed in proportion to the employment 
found for it, and every one will be ſatisfiec. 
- "When chings ate conducted in this way, the autho- 
rity of public inſpection is no curb upon trade; the 
individuals who ſerve the company are cut off from 


the poſſibility of defrauding: no myſteries, no ſecrets, 


from which abuſes arife, will be encouraged; trade 
will become honourable and ſecure, not fraudulent 
and precarious; becauſe it will grow under the in- 
ſpection of its protector, who only protects it for the 
public good. : | ated”, 

- Why do companies demand excluſive privileges, 
and why are they ever granted, but as a recompenſe 
to thoſe who have been at great expence in acquiring 
a knowledge which has coſt nothing to the ſtate? 
And why do they exert their utmoſt Efforts to conceal 
the ſecrets of their trade, and to be the only ſharers 
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in the profits of it, but to make the public refund ten; 
fold the expence of their undertax ing 

When companies are once firmly eſtabliſhed, the 

next care of a ſtateſman, is, to prevent the profits of 
their trade from rifing-abovea certain ſtandard. We 
ſpeak at preſent of thoſe only, Who, by excluſive pri- 
vileges, are expoſed to no competition at their ſales. 
One very good method to keep down prices, is, to 
lay companies under a neceſſity of inereaſing their 
ſtock as their trade can bear it, by the admiſſion of 
new aſſociates; for by increaſing the company's 
ſtock, you increaſe, I ſuppoſe, the quantity of goods 
diſpoſe of, and conſequently diminiſh the com- 
petition of thoſe who demand of them : but as eyen 
this will not have the effect of reducing prices to the 
adequate value of the merchandize- (a thing only to be 
done by competition) the ſtateſman himſelt may inter- 
poſe an extraordinary operation. He may {; 
high profits to the company, upon all articles of lux- 
ury conſumed at home, in favour of keeping down 
the prices of ſuch goods as are: either for exportation 
or manufacture. 11 (DN YON TEN! 

This can only be done when he has companies to 

deal with: in every other caſe, the principles of com- 
5 between different merchants,” trading in the 
ame goods, upon ſeparate intereſts, make the thing 
impoſſible. But where the intereſts of the ſellers, 
which are the company, are united, and where there 
is no competition, they are maſters of their price, ac- 
cording to the principles laid down in the ſeventh 
chapter. Now, provided the dividend upon the whole 
ſtock be a ſufficient recompenſe both for the value of 
the fund. and the induſtry of thoſe ho are employed 
to turn it to account, the end is accompliſbed. E 
traordinary profits upon any particular ſpecies of trade 
caſt a diſcouragement upon all others. 

We very frequently ſee that great trading compa- 
nies become the meuns of eſtabliſhing public credit; 
on which occaſions, it is proper to diſtinguiſh be- 
tween the trading ſtock of the company, which re- 
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mains in their poſſeſſion, and the actions, bonds, 
annuities, contracts, &c. which carry their name, 
and which have nothing but the name in eemmon. 
The price of the firft is conſtantly regulated by the 
profits upon the trade; the price of the other, by the 


o 


current value of money. | 


Let me next obſerve the advantage which might 
reſult to a nation, from a prudent interpoſition of the 
ſtateſman, in the regulation of a tarif of prices for 
ſuch goods as are put to ſale without any competition 
on the fide of the ſellers. „ 5 

The principles we have laid down, direct us to 
proſeribe, as much as poſſible, all foreign conſumpti- 


on, eſpecially that of work 3 and to encourage as 


much as poſſible the exportation of it. Now, if what 
the India company of England, for example, fells to 
ſtrangers, and exports for a return in money, is equal 
to the money ſhe herſelf has formerly exported, the 
balance upon the India trade will ſtand even. But if 
the competition of the French and Dutch is found 
hurrful to the Engliſh company in her outward fales, 
may not the government of that nation lend a hand 
towards railing the profits of the company, upon tea, 
china, and japan wares, which are articles of ſuper- 
fluity conſumed by the rich, im order to enable the 
company to afford her ſilk and cotton ſtuffs to ſtran- 

ers, at a more reaſonable rate? Theſe operations, 
1 fay, are practicable, where a company ſells without 
competition, but are never to be undertaken, but 
when the ſtate of its affairs are perfectly well known; 
becauſe the prices of exportable ou might, per- 
haps, be kept up by abuſe and miſmanagement, and 
not by the ſuperior advantages which other nations 
have 1n carrying on a like commerce. The only re- 
medy againſt abuſe is reformation. But how often do 
we fee a people laid under contribution in order to 
ſupport that evil! 

Companies, we have ſaid, owe their beginning to the 
difficulties to which an infant commerce is expoſed : 
theſe difficulties once ſurmounted, and the company 
eſtabliſhed upon a ſolid foundation, new on 
pront 
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profit preſent themſelves daily; ſo much, that the 
original inſtitution is frequently eclipſed, by the ac - 
— intereſts of the ſociety. It is therefore the 
buſineſs of a ſtateſman to take care that the excluſive 


privileges granted to a ſociety, for a certain purpoſe, 
be not extended to other intereſts, nowiſe relative to 
that which ſet the ſociety on foot, and gave it a name. 
And when excluſive privileges are given, a ſtateſman 
ſnould never fail to ſtipulate for himſelf, a particular 
privilege of inſpection into all the affairs of the com- 


pany, in order to be able to take meaſures which 


effectually prevent bad conſequences to the general 
intereſt of the nation, or to that of particular claſſes. - 

Let this ſuffice at preſent, as to the privileges en- 
joyed by companies in foreign trade, Let me now 

examine the nature of ſuch ſocieties in general, in or- 
der to diſcover their influence on the mercantile inte- 
reſts of a nation, and how they tend to bring every 
branch of trade to perfection, when tliey are eſta- 
bliſhed and carried on under the eye of a wiſe admi- 
niſtration. ir 

Beſides the advantages and diſadvantages above 
mentioned, there are others found to follow the eſta- 
bliſhment of trading companies. The firſt proceed 
from union, that is, a common intereſt ; the laſt from 
diſunion, that is, from ſeparate intereſts, 

A common intereſt unites, and a ſeparate intereſt 
diſunites the members of every ſociety ; and did not 
the firſt preponderate among mankind, there would 
be no ſociety at all. Thoſe of the ſame nation may 
have a common intereſt relative to foreigners, and a 
ſeparate intereſt relative to one another; thoſe of the 
fame profeſſion may have a common intereſt relative 
to the object of their induſtry, and a ſeparate intereſt 
relative to the carrying it on: the members of the 
lame mercantile company may have the ſame intereſt 
in the dividend; and'a ſeparate intereſt in the admi- 
niſtration of the fund which produces it. The chil- 
dren of the ſame family, nay even a man and his 
wife, though tied by the bonds of a common intereſt, 
may be disjoined by the effects of a ſeparate one, 

= E 2 Mankind 
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Mankind are like loadſtones, they draw by one pole, 
and repel by another. And a ſtateſman, in order ta 
cement his ſociety, ſhoyld know how to engage every 
one, as far as poſlible, to turn his attracting pole to- 
wards the particular center of common 11 715 
From this emblematical repreſentation of human 
ſociety, I infer, that it is dangerous to the common 
intereſt, to permit too cloſe an unio;; between the 
members of any ſubaltern ſociety. When the mem- 
bers of theſe are bound together, as it were by every 
articulation, they in ſome meaſure become indepen- 
dent of the great body; when the union is leſs intimate, 
they admit of other connections, which cement them 
to the ge eral maſs *. | 

Companies ought to be permitted, conſiſtently 
with theſe principles. Their mercantile intereſts 
alone ought to be united, in fo far as union is re- 
quired to carry on their undertaking with reaſonable 
profits; but beyond this, every ſubaltern advantage 
by which the aſſociates might profit, in conſequence 
of their union ought to he cut off, and the public 
ſhould take care to ſupport the intereſt of any private 
perſon againſt them, on all occaſſons, where they take 
advantage of their union to hurt the right of indivi- 
duals. Let me illuſtrate this by an example. Seve- 


ral weavers, fiſhermen, or thoſe of any other claſs of 


the induſtrious, unite their ſtocks, in order to over- 
come thoſe difficulties to which fingle workmen are 
expoſed, from a multiplication of expences, which 
might be ſaved by their aſſociation. This company 
makes a great demand for the materials neceſſary for 
carrying on their buſineſs. By this demand they at- 
tach to themſelves a great many of the induſtrious not 
incorporated, who thereby get bread and employ- 
ment. So far theſe find an advantage: but in pro- 
portion as the undertaking 1s extended, and the fo- 
eiety becomes able to engroſs the whole, or a conſi- 
derable part of ſuch a manufacture, they deſtroy their 


- ® This was writ beſote the ſociety of Jeſuits was ſuppreſſed in 
France. Se. 
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competitors, and by forming a ſingle intereſt, in the 
purchaſe of the materials requiſite, and in the fale of 
their manufactures, L in the firſt, caſe, hy 


reducing the gains of their ſubaltern aſſiſtants below 
the proper ſtandard; and in the ſecond, they raiſe 
their own, profits too far above what is neceſſary. 


The method, therefore, to prevent ſuch abuſes, is, 


for a ſtateſman. to interpoſe; not by reſtraini 


operations of the company, but by oppoſing the Ice, 


of principles ſimilar to thoſe by. which they profit, in 
ſuch a manner as to render their unjuſt dealings. in- 
effectual. If the weavers oppreſs the 9 r in- 
ſtance, methods may be fallen upon, if nat by incor- 
porating the laſt, at leaſt by uniting their intereſts, ſa 
as to prevent a hurtful competition. among them. He. 
may diſcourage two extenſive companies, by eſta- 
bliſhing and ſupporting, others, which, may ſerve ta 
preſerve competition; and he may puniſh, ſeverely, 
every tranſgreſſion of the laws, tending to eſtabliſh an 
arbitrary dependence an the company. In ſhort 
while ſuch ſocieties are forming, he ought to be their, 
protector; and when, they are formed, he ought to 
take thoſe whom they might be apr to. oppreſs under 
his protection. | FADE ES 
In eſtabliſhing companies for manufactures, it is a, 
good expedient to employ, in ſuch undertakings, 
none but thoſe who have been byed. to the different 
branches of their buſineſs, When people of fortune, 
ignorant and projecting, intereſt themſelves in infant 
manufactures, with a view to become ſuddenly rich. 
they are ſa bent upon making vaſt profits, proporti- 
oned to their ſtock, that their hopes are generally 
diſappointed, and the undertaking fails. Pains- 
taking people, bred to frugality, content themſelves 
with ſmaller gains; but under the public protection, 
theſe will ſwell into a large ſum, and the accumula- 
tion of ſmall profits will form a new claſs of opulent 
people, who adopt, or rather retain the ſentiments of 
trugality with which they were born. 
Thus, for inſtance, in eſtabliſhing fiſheries, in place 
of private ſubſcriptions from thoſe who put in their 
E 4 money 
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money from public ſpirit, and partly with a view to 
draw an intereſt for it; or from thoſe who are al- 
lured by the hopes of being great gainers in the 
end, (the laſt I call projectors) the public ſhould be 
at the great expence requiſite; and coopers, ſail- 
makers, 'rope-makers, ſhip-carpenters, net makers; 
in ſhort, every one uſeful to the undertaking, ſhould 
be gratuitouſly taken in for a ſmall ſhare of the profits; 
and by their being lodged together in a building, 
or town, proper for carrying it on, every workman 
becomes an undertaker to the company, for the ar- 
ticles of his own work. No man concerned directly 
in the enterprize, ſhould reſide elſewhere than in 
the place: any one of the aſſociates may undertake 
to furniſh what cannot be manufactured at home at 
fixed prices. Thus the whole expence of the public 
in the ſupport of the undertaking, may circulate thro? 
the hauds of thoſe who carry it on; and every one 
becomes a check upon another, for the ſake of the 
dividend upon the general profits. One great ad- 
vantage in carrying on undertakings in this man- 
ner, 1s, that although thoſe conceined draw no pro- 
fit at all upon the undertaking itſelf, they find their 
account in it, upon the ſeveral branches of their own 
induſtry. The herring trade was at firſt ſet on foot 
in Holland by a company of merchants, who failed ; 
and their ſtock of buſſes, ſtores, &c. being ſold at 
an under value, were bought by private people, who 

had been inſtructed (at the expence of the company's 
miſcarriage) in every part of the trade, and wha 

carried it on with ſucceſs. Had the company been 
ſet up at firſt in the manner here mentioned, their 
trade would never have ſuffered any check. a 
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Chap. XXXI. or POLITICAL OECONOMY. 
CHAP. XXXI 
Recapitulation of the Second Book. 


AVING paved the way in the firſt book, for 

a particular inquiry into the principles of mo- 
dern political oeconomy; in the introduction to this, 
I ſhew that the ruling principle of the ſcience, in all 
ages, has been to proceed upon the ſuppoſition that 
every one will act, in what regards the public, from 
a motive of private intereſt ; aud that the only public 
ſpirited ſentiment any ſtateſman has a right to exact 
of his ſubjects, is their ſtrict obedience to the laws. 
The union of every private intereſt makes the com- 
mon good : this it is the duty of a ſtateſman to pro- 
mote; this conſequently ought to be the motive of 
all his actions; becauſe the goodnets of an action de- 
pends on the contormity between the motive and the 


duty of the agent. We can, therefore, no more ſub- 


ject the actions of a ſtateiman to the laws of private 
morality, than we can judge of the diſpenſations of 
providence by what we think right and wrong“. 


* From the want of attending duly to this diſtind ion, ſo ne 
have been led into the blaſphemy of imputing evil to the Se- 
pteine Being: There is no ſuch thing as evil in the univerſe ; all 
is good, afl is abſolutely perfect. The moſt flagitious actions 
tend to the univerſal good: even theſe, in one reſpect, may be 
called the actions of God, as all that is done is done by him; 


but with reſpe&t to the motive which God had in doing 


them, it is pure in the moſt ſublime degree; the action is impious 
and wicked, with teſpect only to the agent; and his wickedneſs 
does not proceed from the action ittelf, but from the want of con- 
formity between his duty and his motive in ating, Now if the 
puniſhment of ſuch a tranſgreſſion (which is allo conſidered as the 
action of the Supreme Being) enters into the ſyſtem of general 
good, is it not a monſtrous folly to call it unjuſt? We know the 
duties of governors, but we know not the duties of God, if we 
may he allowed to make uſe of ſo very improper an expreſſion, 
and it is for this reaſon only, that we cannot judge ot the good- 
neſs of his providence, We muſt therefore take it for grantcd ; 
and this is one object of what divines call faith, the belief of 
things not ſeen, when the diſbelief of them would imply an ab- 

ſurdity. - * 4 . . b p n * 2 : 
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Caray. I. In treating the principles of any ſcience, 
many things muſt be blended together, at firſt, 
which in themſelves are very different, In the firſt 
book I conſidered multiplication and agriculture as 
the ſame ſubject; in the ſecond, trade and induſtry 


are repreſented as mutually depending on one ano- 


ther. To point out this relation, I give a definition 
of the one and the other, by which it appears, that 
to conſtitute trade, there muſt be a conſumer, a ma- 
nufacturer, and a merchant. To conſtitute their in- 
duſtry, there muſt be freedom in the induſtrious, 
His motive to work muſt be in order to procure. for 
himſelf, by the means of trade, an equivalent, with 
which he may purchaſe every neceflary, and remain 
with ſomething over, as the reward of his diligence. 
Conſequently, induſtry differs from labour, which 
may be forced, and which draws no other recom- 
pence, commonly, than bare ſubſiſtence. Here 1 
take occaſion to ſhew the hurtful effects of ſlavery on 
the progreſs of induſtry; from which I conclude, that 
its progreſs was in a great meaſure prevented by the 
ſubordination of claſſes under the feudal govern- 
ment; and that the diſſolution of that ſyftem eſta- 
bliſhed it. Whether trade be the cauſe of induſtry, 
or induſtry the cauſe of trade, is a queſtion of little 
importance, but the principle upon which both de- 
pend is a taſte for ſuperffuity in thoſe who have an 
equivalent to give; this taſte is what produces demand, 
and this again is the main ſpring of the whole ofte- 
ration. | 
Cray. II. We have ſubſtituted throughout this 
book, the term demand, to expreſs the idea we con- 
veyed in the laſt by that of wants; and ſince the ſub- 
ect becomes more complex, and that we have many 
more relations to take in, I muſt make a recapitula- 
tion of all the different acceptations of this term 
demand. | 
Demand, in the firſt place, is always relative to 
merchandize , it is the buyer who demands; the ſeller 
offers to ſale. 2. It is ſaid to be rectprocal, when there 
is a double operation, that is, when the ſeller in — 
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firſt becomes the buyer in the ſecond caſe; and then, 
taking the two operations in one view, we call thoſe, 
demanders who have paid the higheſt price. 3. De- 
mand is fimple, or compound; ſimple, when there is 20 


competition among the buyers; compound, when 
there is. _ 4. It is great or ſmall, according to the 
quantity demanded. And g. hiyh or lou, according 


to the price offered. The nature of a wor increaſe: 


of demand, is to encourage induſtry, by augmenting 


the ſupply ; that of a ſudden increaſe, is to make pri- 


ces riſe. This principle has not every where the 


ſame efficacy in producing theſe varieties: it is 
checked in its operations between merchants, WhO 


ſeck their profit; and it is accelerated among private 
people, who ſeek for ſubſiſtence, neceſſaries, or lux- 
urious gratifications. 25 

Cu xp. III, I come next to deduce the origin of 
trade and induſtry, which I diſcover from the princi- 
ples of the firſt book, where bartering of neceflaries 
was underſtood to be trade; and I find that the pro- 
greſs of this is owing to the progreſs of multiplica- 


tion and agriculture. When a people arrive at a moral 


impoſſibility of increaſing in numbers, there is a ſtop 
put to the progreſs of barter, This grows into trade, 
by the introduction of a new want (money) which is 
the univerſal object of delire to all men. While.the 
deſires of man are regulated by their phyſical wants, 
they are circumſcribed within certain limits. So ſoon 
as they form to themſelves others of a political na- 


ture, then all bounds are broken down, The diffi- 


culty of adapting wants to wants, naturally introdu- 
ces money, which is an adequate equivalent for every 
thing. This conſtitutes fale, which is a refinement 
on barter. Trade is only a ftep further; it is a double 
ſale, the merchant buys, not for himſelf, but for o- 
thers. A merchant is a machine of a complex nature. 
Do you want, he ſupplies you; have you any ſuper- 
fluities, he relieves you of them; do you want ſome 
of the univerſal equivalent money, he gives: it you, 
by creating in you a credit in proportion to your 
circumſtances, The introduction of ſo n 

| chine, 
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chine, prompts every one to wiſh for the power of 
uſing it; and this is the reaſon why mankind extend 
their labour beyond the mere ſupply of their phyſi- 
cal wants. | | | 

Trade therefore abridges the tedious operations of 


ſale and barter, and brings to light many things high- 


ly important for individuals, who live by relievin 
the wants of others, to know. It marks the andarf 
of demand, which is, in a manner, the voice of the 


ſtateſman, conducting the operations of induſtry to- 


wards the relief of wants; and direCting the circula- 
tion of ſubſiſtence towards the habitations of the ne- 
ceſſitous. | 

Cray. IV. The conſequence of this, is to deter- 
mine the value of commodities, and to mark the dif- 
ference between prime coft and ſelling prices. The 
firſt depends upon the time employed, the expence 
of the workman, and the value of the materials. The 
ſecond is the ſum of theſe, added to the profit upon 
alienation. It is of conſequence to diſtinguiſh exact- 
ly between theſe two conſtituent parts of price, the 
coſt and the profit: the firſt is invariable after the 
firſt determination, but the ſecond is conſtantly in- 
creaſing, either from delay in ſelling off, or by the 
multiplicity of alienations; and the more exactly 
every circumſtance with regard to the whole analyſis 
of manufactures is examined, the eaſier it is for a 
ſtateſman to correct every vice or abuſe which tends 
to carry prices beyond the proper ſtandard. 
| Caray. V. Nothing tends to introduce an advan- - 

eous foreign trade more than low and determined 
prices. In the firſt place, it draws ſtrangers to mar- 
ket, This we call paſſive commerce. Secondly, it gives 
merchants an opportunity to diſtribute the productions 
of their country with greater advantage among other 
nations, which is what we call aftrve foretgn trade. In this 
chapter, I trace the effects of the laſt ſpecies. I ſhew 
how merchants profit at firſt of the ignorance of their 
correſpondents ; how they engage them to become 
luxurious; how the competition between themſelves, 


| when profits are high, make them betray one ano- 


* ther; 
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ther; and how the moſt ignorant ſavages are ht 
to take advantage of the diſcovery; how 55 . 
courſe tends td unite the moſt diſtant nations, as 
well as to improve them; and how naturally their mu- 
tual intereſt leads them to endeavour to become ſer- 
viceable to one another. | 
Cray. VI. I next endeavour to ſhew the effects of 
trade upon thoſe nations who are paſſive in the ope- 
ration. Here I take an opportunity of bringing in a 
connection between the principles of trade, and thoſe 
of agriculture, and I ſhew on what occaſions paſſive 
trade may tend to advance the cultivation of lands, 
and when it cannot. Upon this, I build a princi- 
ple, that when paſſive trade implies an augmenta- 
tion of the domeſtic conſumption of ſubſiſtence, in 
order to carry it on, then will agriculture be advanc- 
ed by it, and not otherwiſe; and as the firſt is com- 
monly the caſe, from this I conclude, that trade na- 
turally has the effect of increaſing the numbers ot 
mankind in every country where it is eſtabliſned. 1 
next trace the conſequences of a growing taſte for 
ſuperfluity, among nations living in ſimplicity; and 1 
ſhew how naturally it tends to promote induſtry a- 
mong the lower claſſes, providing they be free; or 
| to make them more laborious, ſuppoſing them to 
; be ſlaves: from which I conclude, that where the 
# advancement of refinement requires the head, that is, 
i the ingenuity and invention of man, thoſe who are 
free have the ad vantage; and where it requires hands, 


4 that is to ſay labour, that the advantage is on the 
l ſide of the ſlaves: ſlavery, for example, might have 
2 made Holland; but liberty alone could have made 
5 the Dutch. n nei 
8 Cu ar. VII. Having given a rough idea of trade in 
r general, I come to a more accurate examination of 
8 the principles which a ſtateſman muſt keep in view, 
7 in order to carry it to perfection, by rendering it a 
IC means of promoting eaſe and affluence at home, as 
e well as power and ſuperiority abroad. As a private 
8, perſon becomes eaſy in his circumſtances in propor- 
* 


N 
a* 


tion to his induſtry, and fo riſes above the level of 
| | his 
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their relations, differences, and coincidences. 
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his fellows, in like manner, does an induſtrious nation 


become wealthy, and acquires à ſuperio over all 
her leſs induſtrious neighbours. OE, 
The principle which ſet trade on foot we have 


foie to bh eld what ſupports it and carries it 


to its perfection is competition. © Theſe terms are often 
confounded, or at leaft fo blended together as to pro- 


duce ideas incorrect, dark, and often contradictory : 
for this reaſon I have judged an analyſis of them ne- 
ceſlary, comparing them together, and pointing out 


Demand and competition are both relative to buying 
and felling; but demand can only be applied to buying, 
and competitiun may be applied to either. | 

Demand marks an inclination to have, n an 
emulation to obtain a preference. 

Demand can exiſt without competition, but competition 
muſt conſtantly imply demand. 

Demand is called 77 when there appears ATI 
intereſt on the ſide of the buyers. 

1 is called ſimpie, when it takes place on 
one {ide of the contract only, or when the emulation 
is - leaſt much ftronger on one fide than on the 
of 

Demand is called compound, when more intents than 
one are found among thoſe who deſire to buy. 

Competition is called compound, when an emulation is 
found to prevail on both ſides of the contract at once. 

Simple competition raiſes prices; double competition re- 


rains them to the adequate value of the merchandize. 


While double competition prevails, the balance of 
work and'demand ſtands even, under a gentle vibra- 
tion; ſimple competition deſtroys and overturns it. 

The objects of competition frequently determine its 
force. Merchants buy in order to ſell; conſequently, 
their competition 18 in proportion to their views of pro- 
fit. Hungry people buy to eat, and their compett- 
tion is in proportion to their funds. The luxurious 


buy to gratify their deſires, their competition is in — 


portion to theſe. Strong competition on one 


makes = other; and when it be- 
comes 


— Ai . ot oa <5 


SS. ans =» 


Chap. XXXI. or POLITICAL OECONOMY. 


comes ſo ſtrong as effectually to unite the intereſts 
on one ſide of the contract, then it becomes abſo- 
lutely fimple ; this totally overturns the balance, and 
muſt in a ſhort time deſtroy the divided intereſt. 
CAP. VIII. I next examine the relative terms of 
e, profit and loſs, The relations they bear, are 
ten not expreſſed, which involves thoſe who uſe them 
in ambiguities proper to be avoided. < I therefore 
call expence national, when the national ſtock is di- 
miniſhed by it, in favour of other ſtates; it is public, 
when the money proceeding from a national contri- 
bution js expended by the ſtate within the country; 
and private expence is the laying out of money belong- 
ing to private people or private intereſts : this has 


no other effect than to promote domeſtic circulation. 


I further diſtinguiſh between what we call pending, 
and what is called advancing of money ; the firſt marks 
an intention to conſume ; the ſecond marks a'view to 
a ſubſequent alienation. - 2 7 
Profit is either poſitive, relative, or compound. 
Pofitive, when fore body gains and no body loſes , 
relatrve, when ſome body gains exactly what is loft 


by another; and compound, when the gain of one in- 
i 


plies a Joſs to another, but not equal to the full 
value of the gain. The ſame diſtinction may be ap- 
plied to loſs. 3 err 3 


Cu ar. IX. Having laid down the fundatnental prin- 


ciples which influence the operations of trade and 
induſtry, I take a view of their political conſequen- 
ces, and of the effects reſulting to a ſtate, which has 
begun to ſubject her political oeconomy to the intereſts 
of commerce; and fuch a tate I call a trading na- 
tron. | 


The firſt confequence is an augmentation of de- 


mand for the work of the people; becauſe they _— 
now to ſupply ſtrangers. If this augmentation is ſud- 


den, it will raiſe demand; if it be gradual, it will 
increqſe it. If prices riſe upon one extenſive branch 
of induftry, they muſt riſe upon all; becauſe a com- 
petition for hands muſt take place: the farmer looks 
out for ſervants, and muft difpute them with the 
loom; 
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loom; and the firſt muſt draw back bis additional ex- 
pence upon the ſale of his articles of the firſt ne- 
deſſity. Upon this revolution, woe to thoſe who 
cannot increaſe their fund of ſubſiſtence in proportion 
to the augmentation of their ęxpence! Nothing is 
ſo agreeable as the gradual riſe of profit upon in- 
duſtry, and, nothing ace as the ſtop, which 
is the neceſlary conſequence of all augmentations. 
When prices riſe high, the market is. deſerted, and 
other nations profit of this. circumſtance to obtain a 
preference. From hence I conclude, that the riſe of 
demand is the forerunner of decay in trade; and the 
augmentation of it, the true foundation of laſting 
- opulence. . But as an augmentation. of ſupply may 
imply an augmentation of inhabitants, the ſtateſman 
muſt conſtantly keep ſubſiſtence in an eaſy proportion 
to the demand for it: on this the whole, depends. 
Plentiful ſubſiſtence is the infallible means of keep- 
ing prices low; and ſudden and violent reyolutions in 
the value of it, muſt ruin induſtry, in ſpite of a com- 
bination of every other favourable circumſtance. The 
reaſon is plain: that article alone, comprehends two 
thirds of the whole expence of all the lower claſſes, 
and their gains muſt be in proportion to their ex- 
pence; but as the gains of thoſe who work for expor- 
tation are fixed, in a trading nation, by the effects of 
foreign A ee if their ſubſiſtence is not kept 
at an equal ſtandard, they muſt live precariouſly, or 
in a perpetual viciſſitude between plenty and want. 
From this may be gathered the 8 importance 
of diſtinguiſhing, in every trading nation, where the 
prices of ſubſiſtence are liable to great and ſudden 
variations, theſe who ſupply ſtrangers from thoſe who 
ſupply their countrymen. As alſo the inconceivable 
advantage which would reſult from ſuch a police 
upon grain, as might keep the price of it within 
determined limits. | 
Cray. X. This doctrine leads me naturally to 
conſider the proportions between demand and ſupply, 
and for the better conveying my ideas, I have con- 


ſidered them as two quantities ſuſpended in the _— 
0 
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of a political balance, which I call that of work and 
demand preferring the word work to that of ſupply, 
becauſe it is the | intereſts of the workmen which 
chiefly come under our conſideration. 

When the work is proportioned to the demand, the 


bake vibrates" under the influence of double com- 


petition, trade and induſtry flouriſh: but as the 
operation of natural cauſes muſt deſtroy this equi- 
librium, the hand of a ſtateſman becomes Cy 
neceſſary to preſerve it. 


After repreſenting the different ways in which the 
balance comes to be ſubverted (by the poſive or re- 


latiue preponderancy of either fcale) I point out the 
conſequences of this neglect in the ſtateſman's admi- 
niſtration. If che ſcale of work ſhould preponderate, 
that is, if there be more work than demand, either 
the workmen enter into a hurtful-competition, which 


reduces their profit below the proper ſtandard and 


makes them ſtarve; or a part of the goods lie up. 
on their hands, to the diſcouragement of induſtry. If 


the ſcale of demand ſhould prepondetate, then 


either prices will riſe and profits conſolidate, which 
prepates the way for eſtabliſhing foreign rivalſhip, or 


the demand will immediately ceaſe, Which marks a 


check given to the growth of induftry. 3; 

Every ſubverſion, therefore, of this' balance; implies 

one of four inconveniencies, either the induſtrious 
ſtarve one another; or a part of their work provid- 
ed lies upon hand; or their profits riſe and conſoli- 
date; or a part of che demand made, is not anſwer- 
ed by them. Theſe I call the immediate effects of 
the ſubverſion of this balance. I next point out the 
further conſequences” which they draw along with 
them, when the ſtateſman is not * . to N 
vent them. 

A ſtateſman muſt be conftanipaitemive, wa lo 
ſoon as he perceives a too frequent tendency in any 
one of the ſcales to preponderate, he ought to load 
the oppoſite ſcale, but never except in caſes of the 
greateſt neceſſity; take any thing out of the heavy 
one. Thus when the ſcale of demand is found to 

Vol. II, F prepon- 


66 


Ax INQUIRY rrro Tx: PRINCIPLES Book II. 
preponderate, he ought to give encouragement to the 


eſtabliſhment of new undertakings, for augmenting 


the ſupply, and for preferving prices at their former 
ſtandard : when the ſcale of work is on the prepon- 
derating hand, then every expedrent for increaſing ex- 
portation muſt be employed, in order to prevent pro- 
fits from falling below the price of ſabſiſtence. 


CA. XI. I next examine how this Aqua balance 


comes at laſt to be deft 

199. The conſtant increaſe of work e eden 
mentation of numbers, and conſequently of food; 
but the quantity of food depends on — extent and 
fertility of the "oi ſo ſoon therefore as the ſoil re- 
fuſes to give more food, it muſt be ſought for from 
abroad, and when the expence of procuring it riſes 
above a certain ſtandard, ſubſiſtence becomes dear”; 
this raiſes the prices, the market is deſerted, and the 
ſcale, of work is made to preporiderate, until the in- 
duſtrious enter into a hurtful ee and ſtarve 


one another: here the application of public —_ 


becomes 


240. When an idle peoplt, abundunty fed. bethite 
themſelves to induſtry, they ean afford, for a while, ma- 
nufactures at the cheapeſt rate; becauſe they do not 
live by their induſtry, but amu/e nbemſelves with it. 
Hence the cheapneſs of all forts of country work, in 
former times, and of Nuns work in thoſe we live in. 
But when the lands become purged of ſuperfluous 
mouths, and when thoſe purged off cdme to be obli- 
ged to live by their induſtry alone, then prices a 
and the market is deſertet. 

3410. When a ſtateſman imprudently impoſes mods 
in ſuch a way as to oblige ſtrangers to refund that 
part paid by the induſtrious who ſupply them; this 
alſo raiſes prices, and the market is — Thus 
the operation of natural cauſes muſt bring 


every aug- 
mentation to a ſtop, unleſs the hand of a ſtateſman 


be employed to check their immediate bad effects. 
When ſubſiſtence becomes ſcarce, and the improve- 
ment of lands too expenſive, he muſt inake the!pub- 
lie contribute towards the improvement of the 2 — 


— al. ts 


* 2 —_— 


> 
& 

. 
n 
1 
8 
1 
D, 
8, 
at 
115 
us 
8 
an 
ts. 
re- 
b- 
il: 
en 


Chap. XX XI. or {POLITICAL OECONOMY.Y 
when the price of ſubſiſtence ſtill riſes, from further 
augmentations, he muſt keep it down with public 
money: and when this operation becomes too exten- 
five, he muſt content himſelf with effectuating a dimi- 
nution of price upon that part of ſubſiſtenoe which is 
conſumed by thoſe who ſupply foreign markets. 
Cti Ax. XII. Domeſtic vices alone are not fufficient 
to undo a trading nation; ſhe muſt have rivals who 
are able to profit of them. | a 
While her balance of work and demand is made to 
vibrates by alternate augmentations, ſhe marches on 
triutnphant, and has nothing to fear: when theſe 
oe do a ſtop, ſhe muſt learn how to ſtand ſtill, by 
the help of alternate 'augmentations and diminutins, 
until che abuſes in othet nations ſhall enable her again 
to vibrate by ng. But ſo ſoon as a prepon- 
derancy of the ſcale of work is rectified, by retrench 
ing the number of the induſtrious, and that the vi- 


brations of the balance are carried on by alternate 


dimmutions, in favour of ſupporting high profits upon 


indaſtry, then all goes to wredk, and foreign nations, 


in ſpite of every diſadvantage attending new under- 
takings,” eſtabliſh a ſueceſsful Tivalſhip : they rake 
the bread out of the mouths of thoſe who formerly 
ſerved them; and profiting of the advantages formerly 
enjoyed by the traders, they triake their owti balance 
vibrite by augtnentations, whichſmk the trade of the 
others by flew d until it becomes extinct. 
CAF. XII. A nations, leads 
me to ineftite how far the form of their governtnent 
may be fuvoutuble of unfavourable to the competion 
between thern./ Hefe J am led into à digreſſion con- 
cerning the origin of power and fubordination amon 
men, 6 far as Nis rational and-confiſtent wich na 
equity; and I conclude, that all bor mation between 
man and many in hate ver relation they ſtand to one 
another, oughit te be in proportion to their mu 
dependence: The of which are as various4ss 
the ſhades of a d 
four. 1. That of ſla ves _— maſters. 2. "Tp 
555 3 A 
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of children upon their parents. 3. That of labourers 
upon the proprietors of lands. 4. That of the free 


hands, employed in trades. and manufactures, upon 


their cuſtomers. And aſcending a moment beyond 
my ſphere, I ſay, that the ſubordination of ſubjects 
to their ſovereigns, in all free governments, extends 
no further than to a punctual obedience to the laws. 1 
then proceed to an examination of former principles, 
and from a confrontation of the politics of our anceſ- 
tors with the modern ſyſtem, I conclude, that the 
great political impediment to the progreſs of trade and 
induſtry, proceeds more from an arbitrary, irregular, 
and undetermined ſubordination between claſſes, and 
between individuals, that from differences in the 
regular and eſtabliſned form in their government, 
legiſlation, and execution or admin iſtration of the ſu- 
preme authority. While laws only govern, it is of 


the leſs importance who makes them, or who puts 


them in execution. . . n 
Cn r. XIV. In this chapter I endeavour to amuſe 
my reader with an application of our principles to 
the political ceconomy of the Lacedemonian common- 
wealth, where I ſhew, that trade and induftry are not 
eſſential to ſecurity and happineſs. By making an 
analyſis of Lycurgus's plan, I ſhew that its perfection 
was entirely owing to the ſimplicity. of the jnſtitution, 
Cu ar. XV. I come next to the application of ge- 
neral principles to particular modifications of trade. 
The balance of work and demand promotes the 
oreign and domeſtic intereſts of a nation, equally. The 
firſt, by advancing, her power and 2 
ſubſiſted 
at home. Theſe intereſts are influenced by principles 
entirely different ; and this opens a new combination 
highly proper to be attended to (21122 
In the firſt book, we conſidered, the conſumers and 
ſuppliers as members of the ſame ſociety; and as hav- 
ing their intereſts hlended together; but the moment 
that a queſtion about foreign trade ariſes, they become 


entirely ſeparated, ,. Every country appears to . 
ay: | under 


/ 


Chap. XXXI. or POLITICAL OECONOMY. 


under the direction of a particular ſtateſman, and 


theſe muſt play againſt one another as if they were 
playing at cheſs. He who governs the conſumers, 
muſt uſe his utmoſt endeavours to teach his people 
how to ſupply themſelves. He who is at the head of 
the ſuppliers, mult do what he can to render the efforts 
of the other ineffeQual, by ſelling cheap, and by 
making it the immediate intereſt of the ſubjects of his 
rival io employ the ſuppliers preferably to his own 
countrymen. Here then are two plans, oppoſite and 
contrary, to be executed ; and we endeavour to point 
out the principles which ought to influence the conduct 
of the reſpective undertakers, in every age of their 
proſperity or decline. We lay down the methods of 
improving every favourable circumſtance, ſo as to 
advance the end propoſed, and ſhew how to ſeaſon 
every unavoidable inconvenience with the beſt pallia- 
tives, when a perfect remedy becomes impracticable. 

Cyay. XVI. In this chapter I continue the thread 
of my reaſoning, in order to draw the attention of my 
readers to the difference between the principles of 
foreign and domeſtic commerce; and ſetting the lat- 
ter apart for a ſubſequent examination, I enter upon 
an inquiry into the difference between thoſe branches 
of foreign trade which make nations depend on one 
another neceſſarily, and thoſe where the dependence 1s 
only contingent. The firſt may be reckoned upon, but 
the laſt being of a precarious nature, the preſervation 
of them ought to be the particular care of the ſtateſ- 
man. 

The method to be followed for this purpoſe, is, . to 
keep the price of every article of exportation at a 
ſtandard, proportioned to the poſſibility of furniſhing 
it; and never to allow it to riſe higher, let the foreign 
demand afford ever fo favourable an opportunity. 
The danger to be avoided, is not the high profits, 
but the conſolidation of them; this conſideration, there- 
fore, muſt direct the ſtateſman's conduct in this par- 
ticular. On the other hand, he muſt take care that 
the great claſſes of the induſtrious, who ſupply foreign 
demand, and who, from political conſiderations, are 
| F 2 reduced 
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reduced to the minimum of profits, he nat by any ac- 
cidental diminution of that foreign demand reduced 


below this neceſſary ſtandard : he therefore muſt ſup- 
ply the want of foreign demand, by procuring a fale, 
in one way or other, for whatever part of this induſ- 
try is found to lie upon hand; and if loſs be incurred 
in this operation, it is better that it ſnould fall on the 


whole community, who may be able to bear it, than 


on a ſingle claſs, who muſt be cruſhed under the 
burthen. Vo | 
CAP. XVII. When manufacturers are found with- 
out employment, the firſt thing to be done is to in- 
uire minutely into the cauſe of it. It may proceed 
from a riſe in the price of ſubſiſtence, from a diminu- 
tion of demand from abroad, or from new eftabliſh- 
ments of manufactures at home; for each of which 
the proper remedy muſt be applied. The complaints 


of manufacturers are not the infallible ſign of a decay- 


ing trade; they complain moſt when their exorbitant 
profits are cut off. The complaints of the real ſuffer- 
ers, thoſe who loſe the neceſſary, are feehle, and ſel- 
dom extend further than the ſphere of their own miſe- 
ry. The true ſymptoms of a decaying trade, is to be 
pat, 96 for in the manſions of the rich, where fareign 
conſumption makes its firſt appearance. A ſtateſman 
will judge of the decay of bat trade which ſupports 
and enriches the people, more certainly from the ea/e of 


the induſtrious claſſes, than from their diſtreſs. Foreign 


nations will willingly give Bread to thoſe who ſerve 
them, but very ſeldom any thing more; and from 
hence I conclude, that the more manufacturers are at 
their eaſe, the more a ſtateſmarſought to be upon his 
guard to prevent this temporary advantage from 

hen home conſumption begins to be ſupplied 
from abroad, and when foreigners deſert the market, 
or refuſe our merchandize when we carry it to them, 
then we have an infallible pour of declining com- 
merce ; although the increaſe of home demand. may 
immediately relieve every induſtrious perſon made 
idle, and even furniſh them with better employment 


than 


br nging on both national poverty and private diſtreſs. - 
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than ever, in ſupplying the luxury of their country- 


Wen. 2 
A ſtateſman qught ta be provided with remedies 


inſt every diſcaſe. When luxury is on the road 
tooting out foreign trade, let him lie upon the catch 


ta pick up every wark man made idle from the caprice 


of faſhions, in qrder to give him uſeful employment: 
he may {et his own example in oppoſition to that of 
the more luxurious, and in proportion as he gains 
ground upan them, he muſt every channel to 
carry off the manufactures of thoſe he has ſet to work 
for the re-eſtabliſhment of foreign trade. If, on the 
ether hand, he himſelf be of a luxurious diſpoſition, 
and that he inclines to encourage it, he ought to take 
care that the example of diffipation he gives, may 
not ha ve the effect of diminiſhi mplo' 
for ſupplying both hame confumption and foreign 
demand. This ig accomplithed by preſerving a plen- 
tiful ſubſiſtence in the country, and by keeping down 
the prices of every ſpecies of manufacture, by gradu- 
ally augmenting the hands employed, in proportion 
to the augmentation of demand; thus his luxury will 


- increaſe his numbers, without hurting his foreign 


trade: the great art, therefore, is to adapt admini- 
{tration to circumſtances, and to regulate it accord- 
ing to invariable principles. 

Cu ar. XVIE. But as a ftateſman is not always 
the architect of that axconomy by which his people 
muſt be governed, he ſhould know how to remove 
inconveniences as well as to prevent them ; becauſe 
he is anſwerable, in a great meaſure, for the conſe- 
quences of the faults of thoſe who have gone before 
him. Thus when his predeceſſors have allowed the 
operation of natural cauſes to raife prices, and to de- 
ſtroy foreign trade, he muſt deſcend into the moſt 
minute analyfis of every circumſtance relating to in- 
duſtry, in order topluck up by the root the real cauſe 
of ſuch tations. Miſtaken remedies, apphed 
in a diſeaſe not rightly underſtood, produce frequent- 
ly the moſt fatal — IF ; 5 

4 
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If a ſtateſman, for inſtance, ſhould apply the re- 
medy againſt con/olidated profits, by multiplying the 
hands employed in a manufacture, at a time when 
high prices proceed only from the dearneſs of living, 
by this ſimple miſtake he will ruin all: thoſe who 
really gain no more than a phyſical-neceſſary, will 
then enter into a hurtful competition, and ſtarve one 


another. But if inſtead of multiplying hands he aug- 


ments ſubſiſtence, prices will fall; and then by keep- 
ing hands rightly proportioned to demand, they will 
naturally and gradually come down to the loweſt 
ſtandard ; and exportation will go on proſperouſly. 

[ conſider conſolidated profits, and high prices of ſub» 
fſifkence, as vices in a ſtate, within the compaſs of a 
ſtateſman's care to redreſs. But there is a third cauſe 
of high prices, (that is relatively high, when com- 
pared with thoſe in other countries) which will equal- 
ly ruin foreign trade, in ſpite of all precautions. 

. This happens when other nations have learned to 
profit of their ſuperior natural advantages. I have 
ſhewn how vic:s at home enable foreigners to become 
our rivals; but without this aſſiſtance, every nation 
well governed, will be able to profit of its own natural 
ſuperiority, in ſpite of the beſt management on the 
other ſide. The only remedy in ſuch a caſe, is, for 
the nation whoſe trade begins to decline, in conſe- 
quence of the natural ſuperiority of other nations, to 
adhere cloſely to her frugality; to leave no ſtone un- 
turned to inſpire a luxurious taſte in her rivals; and 
to wait with patience until the unwary beginners ſhall, 
from that cauſe, fall into the inconveniencies of dear 
living, and conſolidated profits. Beſides this expedi- 
ent, there are others which depend on a judicious ap- 
plication of public money: an irreſiſtible engine in 
trade, capable of ruining the commerce of any other 
nation, (not ſupporting it by ſimilar operations) and 
of carrying on exportation, in ſpite of great natural 
diſadvantages. But theſe principles are reſerved for 
the fifth book, when we come to treat of the applica- 
tion of taxes. | | 
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Having pointed out the methods of preſerving a 
foreign trade already eſtabliſhed, I next examine how 
thoſe nations which have been contributing inadver- 
rently to the exaltation of others more induſtrious, 


carrying on with them a trade hurtful to themſelves, 


may put a ſtop to the exhauſting of their own treaſures, 
may learn to ſupply themſelves with every thing ne- 
ceſlary ; and may be taught to profit of their own 
natural advantages, ſo as to become the rivals of thoſe 
who have perhaps reduced them to poverty; and 
even to recover, not only their former rank, but to 
lay the foundation of a political ceconomy capable of 
raiſing them to the level of the moſt flouriſhing ſtates. 

I conclude my chapter, by calling for the attention 


of my reader to the wide difference there is between 


theory, where all the vices to be corrected appear 
clear and uncompounded , and practice, where they 
are often difficult to be diſcovered, and fo complicat- 
ed with one another, that it is hardly poſſible to apply 
any remedy which will not be productive of ve 
great inconveniencies. Were the remedies for abut 
as eaſily applied as the theory ſeems to ſuggeſt, they 
would quickly be corrected every where. 

Let theoriſts, therefore, beware of truſting to their 
ſcience, when in matters of adminiſtration, they either 
adviſe thoſe who are diſpoſed blindly to follow them; 
or when they undertake to meddle 1n it themſelves. 
An old practitioner feels difficulties which he cannot 
reduce to principles, nor render intelligible to every 
body; and the theoriſt who boldly undertakes to 
remedy every evil, and who foreſees none on the 
oppoſite ſide, will moſt probably miſcarry, and then 
givea very rational account for his ill ſucces. A good 
theoriſt, therefore, may be excellent in deliberation, 
but without a long and confirmed practice, he will 
ever make a blundering ſtateſman in practice. 

CAF. XIX. Having treated of the fundamental 
principles of trade and induſtry ; having explained the 
doctrine of demand and competition; the theory of pri- 
ces, with the cauſes of their riſe and fall , the diffe- 
rence between prime coft and profits : the * 
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of theſe ; and the effects of ſuch con/olidatian in any 
branch of manufacture; I ſet my ſuhject in a new 
light, and preſent it to my readers under a more ex- 
tended view. Having, as I may ſay, ſtudied the 
map of every province, we are now to look at that 
of the whole country. Here the principal rivers and 
Cities are marked ; but all brooks, villages, &c. are 


ſuppreſſed. This is no more than a ſhort recapitula- 


tion of what has been gone through already. Trade, 
conſidered in this view, divides itſelf into three di- 
ſtricts, or into three ſtages of life, as it were, infancy, 
manhood and old age. 

During the infaxcy of trade, the ſtateſman ſhould 
lay the foundation of jnduſfiry. He ought to multiply 
wants, encourage the ſupply of them; in ſhort, pur- 
ſue the principles of the firſt book, with this addition, 
that he muſt exclude all importation of foreign work. 
While luxury tends only to baniſh idleneſs, to give 
bread to thoſe who are in want, and to advance dex- 
terity, it is productive of the beſt effects. 


When a people have fairly taken a laborious turn, 


when ſloth is deſpiſed, and dexterity carried to per- 


fection, then the ſtateſman muſt endeavour to remove 
the incumbrances which muſt have proceeded from 


the execution of the firſt part of his plan. The ſeaf- 
folding muſt be taken away when the fabric is com- 
pleated. . Theſe incumbrances are high prices, at 
which he has been obliged to wink, while he was 
inſpiring a taſte for induſtry in the advancement of 
agriculture and of manufaQtures ; but now that he 
intends to ſupply foreign markets, he muſt multiply 
hands ; ſet them in competition ; bring down the 
price both of ſubſiſtence and work ; and when the 
luxury of his people render this difficult, he muſt at- 
tack the manners of the rich, and give a check to 
the domeſtic conſumption of ſuperfluity, in order to 

have the more hands for the ſupply of ſtrangers. 
The laſt ſtage of trade is by far the moſt brilliant; 
when, upon the extinction of foreign trade, the wealth 
acquired comes to circulate at home. The variety of 
new 
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new principles which ariſe upon this revolution, makes 
the ſubject of what remains to be examined in the 
ſucceeding chapters. 
Cu Ar. XX. Befo 


re I enter upon the principles of 
inland commerce, I prepare the way, by a ſhort diſ- 
ſertation upon the term luxury, I endeavour to ana- 
lyſe the word to the bottom, to diſcoyer, and to 

in order, every idea which can be conveyed by it. 
In this way I vindicate the definition I have given of 
it (which is the conſumption of ſuperfluity) and ſhew 
that luxury, as I recommend it, is free from the im- 
putation either of being vicious or abuſive, 

I diſtinguiſh, therefore, between luxury, ſenſuality, 
and exceſs, three terms often confounded, but con- 
veying very different ideas. A perſon may conſume 
great quantities of ſuperfluity from a principle of 
oſtentation, or even with a political view to encou- 
rage induſtry , him I call lauf, Senſuality may 
be indulged in a cottage, as well as in a palace; and 
excels is purely relative to circumſtances. Luxury, 
therefore, as well as ſenſuality, or any other paſſion, 
may be carried to exce/s, and ſa become vicious. Now 
exceſs in conſumption is viciaus in proportion as it 
affects our moral, phyſical, domeſtic, or political intereſts ; 
that is to ſay, our ud, our body, our private fortune, 
or the fate. When the conſumption we make, does 
no harm in any of theſe reſpects, it may be called 
moderate and free from vice. | 

Our moral and phyſical intereſts are hurt by exceſs, 
in eating, drinking, love, and eaſe, or indolence; ac- 
cording as theſe gratifications do reſpectively affect 
the wund, or the budy, or both. 

Our domeſtic intereſt frequently obliges us to call 
that exceſs, which nature hardly finds fufficrent ;, and, 
on other occaſions, both mind and body go to de- 
ſtruction, by exceſſes which have contributed to amaſs 
the greateſt fortunes. | 

The moſt direct political inconvenience of exceſſive 
luxury, is, the loſs of foreign trade. The more indi- 
rect follow is conſequences of thaſealready deſcribed ; 
becauſe they may render thaſe employed in the ſer- 
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-vice of the ſtate, negligent and unfit, rapacious and 
corrupt, but theſe evils are more properly the direct 


effects of the imperfections of the mind, than conſe- 
quences reſulting naturally from exceſs in the conſump- 


tion of ſuperfluity. They ought, therefore, to be 


conſidered as ſecondary effects, firce they may pro- 


ceed from avarice as well as prodigality. The cor- 


recting of political vices reſembles the weeding a bed 
of tender flowers, the roots are all blended together, 
and the leaves are almoſt alike. It is proper, there- 
fore, to have both the diſcernment and dexterity of a 
gardner for ſuch an operation. | | 


Cyae. XXI. From luxury I paſs to the phyſical ne- 


ceſſary, which I define from the conſumption implied 
by it: a man has his phyſical- neceſſary when be is fed, 
chihed and protected from harm. But as theſe enjoy- 
ments, we find, do by no means fatisfy his deſires, I 
am led to eſtabliſh another neceſſary which I call poſiti- 
cal. This I meaſure alſo by the conſumption implied 


by it, to wit, that which is ſuitable to the ranł of the 


perſon. 

Rank again is determined by the common opinion of 
men, and this opinion is founded upon circumſtances, 
which relate to the birth, education, or habits of the 
perſon, When common opinion has placed any one 
in acertain rank, he becomes entitled to enjoy certain 
articles of al-ſuperfluity, which enter into the 
compoſition of his political-neceſſary : thus, ſuch as are 
raiſed above the level of the very loweſt claſs of inha- 
bitants, are entitled to have a Sunday's dreſs; the 
farmer has a better coat than a labouring ſervant ; the 


prieſt of the pariſh muſt have a gown ; the magiſtrate 


of a little town muſt have ruffles, perhaps ſilk ſtock- 
ings; a provoſt a velvet coat, and a lord mayor a 
ſtate coach ; theſe and ſuch like articles conſtitute 


what I call the politicaneceſſary. 


A man's rank ſometimes obliges him to certain 
articles of expence, which may poſſibly affect even 


his phyfical-neceſſary. How frequently do we ſee people 


cover their ſhoulders, at the expence of their belly. 


The competition between the deſires of our mind, and 
thoſe 
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thoſe which proceed from our animal economy is ſo 
ſtrong, that it is frequently hard to determine, whe- 
ther the incapacity to ſupply our phyſical wants, pro- 
ceeds from our having too = gratified our other de- 
ſires, or from real poverty. +1 
The loweſt claſſes of a people, in a country of 
trade, muſt be reſtrained to their phyſical-· neceſſary; 
but this reſtraint muſt be brought about, not by op- 
preſſion, but by the effects of competition alone. While 
this is ſupported among people of the ſame claſs, it 
has the effect to reduce them all to the phyfical-neceſſa- 
ry, and when it reduces them lower it is a vice, and 
ought to be checked. A peculiar ingenuity in ſome 
workmen of the ſame claſs, will raiſe them above 
this level; and the more they can raiſe themſelves 
above competition, the greater will their gains be: 
By becoming maſters in any art, they ſnare the 
profits of thoſe whom they employ ; and thus 
riſe in rank and fortune, provided their frugality 
concur with every other natural or acquired advan- 
tage. | It is therefore a principle, to encourage cumpeti- 
tion univerſally, until it has had the effett' to reduce people 
of induſtry to the phyſical-neceſſary, and to prevent it ever 
from bringing them lower : from this reſults the neceſſity 
of applying every expedient for relieving certain claſſes 
of the load of their children, if you incline they ſhould 
breed; and of preventing taxes and other burthens 
from affecting them unequally. iin Siet 
Cu ap. XXII. I now come to treat directly of 
inland commerce, as taking place upon the extinction 
of foreign trade, when all attempts to recover it are 
found to be vain. In ſuch a ſituation, a wealthy na- 
tion is not to conſider itſelf as undone: an able ſtateſ- 
man muſt know how to make his people happy in 
every ſituation. It is an univerſal principle of con- 
duct, private and political, to look forward, and to 
improve the preſent from the experience of the paſt. 
One great inconvenience reſulting from à foreign 
trade Already loft, is, that there is no further queſtion 
of making any new acquiſition of wealth; or of re- 
placing one farthing of what at any time may be ſent 
out 
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out of the country. But the greateſt inconveniencies 


are felt in the loſing ſuch a trade: theſe are number- 


leſs, when an able ſtateſman is not at hand to prevent 
them. 

That I may point them out in order, I make a 
ſhort recapitulation of our principles: the ſlighteſt 
hint is ſufficient to ſhew their force ; and when my 
reader is ſenſible of a repetition, which he finds ſuper- 
fluous, let him reflect that this very circumſtance is a 


proof of their exactneſs. In this ſcience we muſt uſe | 


our principles as a carpenter uſes his foot-rule ; there 
is nothing new to him in this inſtrument ; but ſtill he 
muſt have it in his hand, to be able to know wy 
thing, with accuracy, concerning his work.. 

In this chapter I throw in a ſhort diſſertation upon 
the difference between antient and modern | 
Their natures and effects are briefly infifted on. 1 
point out the reſemblance between the luxury of m. 
dern times, and that of the few great trading cities 
of antiquity ; ſuch as Tyre and Carthage: and 1 
ſhew in what reſpect it differed from that luxury 
— proved the OAT of the empires of Aſia and 

ome. 

When empires were once formed, | they were ruined 
by luxury, and preſerved by means their wars : 
becaule theſe made their wealth circulate. 

When the trading ftates took a military turn, and 
became ambitious of conqueſt, their ruin wh 
lowed : becauſe war deſtro the n ch 
made their greatneſs. 27 

The cauſe of difference I find io proceed from this; 
that in the mozarchy, the riches from which the 
ſprung was the effect of rapine; in the aber, the eff 
of induſtry. - The firſt gave no equnalent for their 
wealth; the others did. Where no equivalent is givon 
in the acquiſition, all proportion is Joſt in the diſſipation. 
The luxury of the robbers was monſtrous and violent: 
that of the merchants, ſyſtematical and proportional. 
The luxury of the monarchies brouglit on in 
public affairs: in the cities, it was this neglect which 


deſtroyed their luxury. The luxury of the * 
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had nothing to recommend it, but the gratification 
of the paſſions : the luxury of the others produced no 
harm, but from this very circumſtance. From the 
contraſt I have drawn, I eſtabliſh the difference between 
annent and modern luxury. The firſt was violent; 
the laſt is ſyſtematical, and can be ſupported by in- 


duſtry and liberty only. A further conſequence is, 


that as rapine is incompatible with induſtry, ſo is 
arbitrary power: conſequently, thoſe abſolute princes 
who eſtabliſh induſtry in their country, in order to 
taſte of the ſweets of luxury and wealth, put inſenſibly 
a bridle in the mouths of their ſueceſſors, who muſt, 
from this conſideration alone, ſubmit their govern- 
ment to a regular ſyſtem of laws and political ceco- 


This is a better ſcheme for limiting the arbitrary 
power of Princes than all the rebellions that ever 
were oontrived. Confuſion 'eftabliſhes arbitrary power, 
and order deſtroys it. Ba f 

CAP. XXHI When a nation, which has long 
dealt and enriched herſelf hy a reciprocal commerce 
in manufactures with other nati 
of trade turn againſt her, it is her imtereſt to put a 
total ſtop to it, and to remin as ſhe is, rather than 
to perſiſt habitually in a practice, which, by a change 
of circuriftances, muſt have effects very oppoſite to 
thoſe: advantages which it produced formerly. Such 
a ſtop may be brought about by the tneant of duties 
and prohibitions, which a ſtuteſman can lay on impor- 
tations, ſo ſoon as he perceives that they begin to 
preponderate with reſpect to the expuriatzons of his 
on country. 75 | 405 

[ illuſtrate this principle by an examination of thoſe 
which influence the eſtabliſhment of incorporated 
cities and boroughs. I ſhew how theſe may be conſi- 
dered-as ſo many ſtates, which domeſtic luxury, taxes, 
and the high price of living, have put out of a capa- 
city to ſupport a competition with ſtrangers (that is 
with the open country) which:here repreſents the reft 
of the world. I ſhew the reaſonableneſs of ſuch ex- 
cluſive privileges, in favour of thoſe who — 

burthens 


finds the balance 
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burthens peculiar to the community, in ſo far only as 
regards the ſupply of their own conſumption; and 1 
point out, by what methods any diſcouragements to 
induſtry may be prevented, as often as that induſtry 
has for its object the ſupplying the wants of thoſe who 
are not included in the corporation. 11 

From the long and conſtant practice of railing taxes 
within incorporated cities, I conclude, that taxes are 
a very natural conſequence of luxury, and of the loſs 
of foreign trade; and as Princes have taken the hint 
from the cities, to extend them univerſally, it is no 
wonder to (ce foreign trade put an end to, in conſe- 
quence of ſuch injudicious extenſions. _ 

CHay, XXIV. I next proceed to the methods 
proper to be uſed, in the delicate operation of ſo great 
a revolution as that of degrading a people from their 
right of being conſidered as a trading nation. | 
If a ſtateſman keeps a watchful eye over every ar 
ticle of importation ; and examines minutely, the uſe 
every article imported is put to; he will eaſily dif- 
cern, when it is proper to encourage, when to re- 
ſtrain, and when to prohibit. 10. 

In this examination, however, every relation muſi 
be taken in: becauſe the importation of a foreign 
commodity affects many different intereſts, ſome with- 
in, ſome without the nation; ſome directly, others 
only conſequentially. Nothing is ſo complex as the 
intereſts of trade. The importation of a commodity 
may firſt advance the intereſt of thoſe at home, who 
furniſh the commodities exported, of which the im- 
por tation is the return. The importation may be 
uſeful for the advancement of manufactures, provid- 
ing it conſiſt in matter fit for them; yet if the whole 
manufacture produced from it be for home conſump- 
tion, the national intereſt will, on the whole, be hurt 
by the importation. The importation of wines and 
brandies is a great ſaving upon ſubſiſtence, in north- 
ern countries, where liquors diſtilled from grain are 
made to ſupply the place of them. Theſe and many 


other relations muſt be examined, before a ſtateſman 
ö Can 
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can paſs ſentence upon an article of importation. Thie 
inquiry made, and accounts balanced on both ſides, 
every hurtful article of importation ſhould be cut off ; 
and when this is done, if the conſequence ſhould prove 
a general ſtop to exportation, then is foreigh trade 
decently | interred, without any violent revolution; 


becauſe the ſtateſman is ſuppoled to have proceeded 


gradually, and to. have been all the while labouri 
to increaſe conſumption at home, in proportion as the 
induſtrious have been forced to lie idle by the other 
operations. _ $ joins | 

When foreign trade is at an end, the number of 
inhabitants muſt be reduced to the. proportion of 
home-ſubliſtence, in caſe their former proſperity had 
carried them beyond it. The nation's wealth muſt 
be kept entire, and made to circulate, fo as to pro- 
vide ſubſiſtence and employment for every body. 

CHAT. XXV. Let a nation be reduced ever ſo low 
in point of wn 5 commerce, ſhe will always find a 
demand from abroad for the ſuperfluities of her naty- 


ral productions; which, if rightly conducted, will | 


prove a means of advancing her national wealth, 

If the exportation of ſubſiſtence ſhould go forward, 
while many are found in want at home, a reſtraint 
laid upon exportation will not redreſs the inconyeni- 
ence , becauſe the wretched will till remain fo, un- 
leſs they are aſſiſted and put in a capacity to diſpute 


the ſubſiſtence of their own country with foreign na- 


tions. The principle cauſe of this phenomenon. is the 
preponderancy of the ſcale of work at home. When 
home-demand does not fill up the void, of which we 
have ſpoken, a vicious competition takes place a- 
mong thoſe who work for a phyſical-neceſlary ;. the 
price of their labour falls below the general ſtandard 
of ſubſiſtence abroad ; their portion is exported, and 
they are forced to ſtarve. By 

A ſtateſman, therefore, at the head of a luxurious 
people, muſt endeavour to keep his balance even ; 
and if a fubverfion is neceſſary, it is far better it 
K * 2 by the preponderancy of the ſcale of 
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demand. Here is my reaſon for preferring this alter: 
naty . ; 

Al 
conſequences. If the ſcale of work preponderates, 
the induſtrious will ſtarve, their ſubſiſtence will be ex- 


ported; the nation gains by the balance, but * 


If the ſcale 


pears in a manner to ſell her inhabitants. 


of demand preponderates, luxury muſt increaſe, but 


the poor are fed at the expence of the rich, and the 
national ſtock of wealth ſtands as it was. Upon the 
ceſſation, therefore, of foreign trade, you muſt either 
loſe your people, or encourage luxury. 

The ſtateſman having regulated the concerpsof his 
outward commerce, muſt apply more cloſely than 
ever to his domeſtic concerns. I reduce the principal 
objects of his attention to three. 1. To regulate the 
progreſs of luxury according to the hands ready to 
ſupply the demand for it. 2. To circumſcribe the 
bounds of it, that 1s, the multiplication of his people, 
to the proportion of the extent and fertility of the Pil 
And in the laſt place, to diſtribute his people into 
claſſes, according as circumſtances (of which he is not 
maſter) may demand. 4 

Here I point out the reaſons why the progreſs of 
luxury does leſs hurt to a great kingdom than to a 
{mall ſtate, Why ſumptuary laws are good in an 
imperial town of Germany, and why they would be 
hurtful in London or Paris. Why the eſtabliſhment 
of a ſtanding army, in a country fully peopled and rich, 
ſhould be accompanied with endeavours to diminiſh 
luxury, in order to prevent too great a N 
of the ſcale of demand, and the riſing of prices, hic 
would cut off the hopes of recovering - a foreign 
trade. X 

Having briefly gone through the ohjects of the 
ſtateſman's concern, I come to examine the natural 
conſequences of this revolution upon the ſpirit, go- 
vernment, and manners of a people, who from in- 
duſtrious and frugal are become luxurious and po- 


lite, 
The 


Bo. F 1 8 e 
ſubverſions are bad, and are attended with bad 


Lo „ Ace. oe ee rt 


The traders withdraw their ſtocks as trade decays, 
and lend it out at home to landed men, who thereby 
are enabled to become luxurious. This indemnifies 
the induſtrious for the loſs of foreign demand. When 
the money, formerly employed in order to gain more, 
begins to circulate at home, for providing ſuperflui. 
ties, and a my domeſtic mption, 2 

appears daily to owing more opulent; tradeſ 
= and — . who were formerly confined 
to a phyfical-neceſſary, are now eaſy in their circum- 
ſtances z increaſe their conſumption , this acce- 
lerates circulation; an air of plenty and eaſe ſpreads 
over the face of the country; and the very conſe- 


quences of their decline, are conſtrued as invincible 


proofs of their growing proſperity. 
Riches may 


different lights; as a mine when they are locked up; 


as an object of trade when they are employed in order 


to gain more; or as an object of luxury, and fund 
for taxation, when they are ſpent in the gratification 
of our political wants. . | | 

The general caſt of mind and diſpoſition of the in- 
habitants of every country (in ſ@ far as regards-mo- 
ney) may, I think, be reduced to one oy other of theſe 
three modifications. It is the buſineſs of a ſtateſman 
to work upon the ſpirit of his people, ſo as to model 
their taſte of expence by inſenſible degrees, and to 
bring it to be analogous to that principle which is moſt 
conducive to national proſperity, Hoarding in private 
people, can hardly ever be — to a ſtate; 
when the ſtate hoards, the caſe is very different, as 
ſhall be ſhewn. While money is employed to gain 
more, it never can procure to the proprietor, either 
power or authority; but when, in the laſt caſe, it is 
employed for the gratification of our defires, in the 
hands of the ambitious, it acquires power; conſe- 
quently, may rival that influence which no perſan 
ought to enjoy, but he who is at the head of the ſtate. 
This is the mother of faction, and the root from 
which all burtful parties ſpring. I is by ſuch means 
that governments (be * good or bad) are bro 

- | 


* 


into 


conſidered by a ſtateſman in three 
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into anarchy. Private wealth corrupted, and at laſt 
deſtroyed the excellence of the Roman common- 
wealth: and private wealth alone eſtabliſhed the li- 
berty of Holland upon the ruins of Spaniſh tyranny. 
So ſoon therefore as the inhabitants of a country begin 


to employ their riches to gratify their inclinations, 


at the ſame time ſhould a ſtateſman begin to make 


himſelf rich, in order to preſerve that ſuperiority which 
is eſſential to him who ſits at the head of every princi- 
ple of action. And whenever this lies beyond his 
reach, the power he had will ſoon diſappear ; and 
the government will take a new form. 

A ſtateſman acquires wealth by impoſing taxes up- 
on his people: rapine is the tax of the deſpote; capi- 
tation, land tax, and others which affect perſons, are 
thoſe of the monarch ; exciſes upon conſumption are 
impoſed by limited governments. The firſt lay all 
flat, the ſecond affect growing wealth, the laſt acce- 
lerate diflipation. I conclude my chapter with ſome 
little hiſtorical illuſtrations: concerning the power and 
influence of great men in a ſtate, 1 different cir- 
cumſtances. 2 Wo 3 

Cu Af. X XVI. I next conſider the nature of what 

I call the balance of wealth. The more circulation 
there is in a country, the more this object becomes 
important. While the greateſt part of a nation's coin 
was locked up; or while it circulated by rapine and 
extortion, the effects diſcovered in modern times, 
where it circulates by induſtry, and as an adequate 
equivalent for ſervices, were hardly perceived. 

The ſpecie, or circulating coin of a country, muſt 
be conſidered as a part of the 'national patrimony. 
This 1s conſtantly changing hands in a country of in- 
duſtry, and he who is proprietor of any part of it, is 
in ſo far a proprietor of the public ſtock. 

With this ſpecies of property, every other may be 
acquired. When it is given as the price of land, ſuch 
an exchange produces no alteration in the reſpective 
ſituation of the parties. An eſtate in land is neither 
better or worſe than another in coin of the ſame va- 
lue. f purchaſe an annuity, or pay off my debts 


0 
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with the coin I have in my pocket, neither I or ho” 


perſon with whom 1 tranſact, make any hangs, of 
ſituation in point of wealth. 

But if I lay out my coin for conſumable commodi- 
ties for my own uſe, then fo ſoon as any part of what 
I buy is. conſumed, 1 become poorer : for this opera- 


tion annihilates, in a manner, as to me, the coin, 1 


had. This I call a vibration in the 2 of wealth; 
I grow. poorer, and he who produced the conſumable 
commodity for my uſe, is 6 far richer : the balance, 
therefore, is turned-againſt me in his favour. 
As many people, therefore, live by producing 
conſumable commodities, one uſe of coin is to render 
inconſumable, as it were, that part of them which is 
ſuperfluous to our own confurnption. By this 


tion the ſuperfluity paſſes into other hands who con- | 


ſume it, and the coin which the induſtrious receive in 
return purchaſes a ſupply for all their wants, in . 
portion as they chooſe to relieve them. 0 
The vibration of the balance of wealth, 8 
is no more than the changes which are daily taking 
place, as to the relative proportion of riches between 
the individuals of a ſtate: and as this vibration can 
only be produced when the coin any one poſſeſſes 
comes to diſappear, without his retaining the poſſeſ- 
ſion of any real equivalent which he can alienate for 
the ſame value , it follows, that the balance is con- 
ſtantly turning in favour of thoſe who either ſell their 
effects, their ſervice, or their work; and this balance 
theyretain, in proportion as th eir gains exceed their 
ou conſumption. On the other hand, the balance 


is conſtantly returning againſt the idle conſumers; 


becauſe they are ſuppoſed to produce nothing ,, con- 
ſequently, the whole of their conſumption goes in di- 
minution of their wealth. * 

Hitherto the queſtion has only been about the. ba⸗ 
lance of moveable wealth, that is coin; but the in- 


troduction of this, together with a taſte for ſuperfluity, | 


has the effect of melting down * enen into What: 


I call ymbolical money. 1 Ae 
G 3 When 
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When once this refinement upon the uſe of money 

takes place, we ſee houſes, lands, juriſdictions, pro- | 

vinces, principalities, crowns, ſcepters and empires, ä 

thrown into circulation by means of the ſymbolical | 
money ealled bank notes, transfer in bank ſtock, ac- 

counts, bonds, mortgages, alienations of domain, | 

mortgage of taxes, and ceſſions made in definitive | 

treaties. * * 

As frugality and induſtry are in our days capable of 

amaſſing the greateſt fortunes in folid property, fo is WT 

diſſipation, by the means of ſymbolical money, as ( 

| 

: 

{ 


certain an expedient for the annihilation of them. 
From this I conclude, that diſſipation implies fruga- 
lity, and frugality diſſipation. In every country of 
great circulation, they balance and deſtroy one ano- 
ther; and ſince there is no ſuch thing as equality of 
fortune to be preſerved without proſcribing alienation, | 
that is circulation, the next beſt expedient for making | 
people equal, I think, is to enrich them by turns. 
I conclude my chapter by inquiring into the effects | 
of national debts upon the vibration of this balance ; 5 
and I conclude, from the principles laid down, that | 
with reſpect to the collective intereſts of the ſtate, 
that is, between the ſtate itſelf, the creditors, and the | 
| there is no vibration of wealth produced by | 
loans to the public. But that according as the money | 
borrowed is ſpent in the country or abroad, in ſo far | 
the balance is either made to vibrate between indivi- 
duals at home, or to turn againſt the ſtate in favour 
of foreign nations. | 
CAP. XXVII. I next endeavour to ſhew how 
neceſſary a thing it is for a ſtateſman to acquire a 
thorough knowledge of the nature and effects of cir- | 
| culation. By this he is able to judge, when the coin 
circulating in the country is ſufficient for carrying on | 
alienation ; and when it'is not, he is taught how to 
augment the quantity of it, either by drawing it from | 
the repoſitories as oft as he finds the inhabitants diſ- | 
poſed to lock it up; or by ſubſtituting ſymbolical or | 
paper money in place of it, when the metals are really 


Here 


wanting. : 
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Here I obſerve, that the circulnting or current mo- 
ney of any nation is conſtantly in proportion to the 
taſte of diſſipation in the rich, and application to in- 
duſtry in the poor. e N 
8 1 the diſſipation of the rich, tends to call off 
the induſtrious from ſupplying the branches of ex- 
portation, then the ſtateſman, in place of OS 
the melting down of folid — — in favour 

dotneſtic circulation, by the ealy introduction of fym- 


bolical money, ſhould render this operation more 


difficult, permitting the lands to be loaded by entafl. 
fabſtitutions, truſts, ſettlements, and other inyenti- 
ons which may hurt the credit of young people, fuchi 


as rerarding the term of coming to full age, and 


FI 
— 


others of a like pature. nne 
On che other hand, while lands remain ill cultivat- 


ed; while the numerous clafſes remain idle and poor; 


and while much money is found locked up, the ve 
oppoſite adminiſtration is expedient: Every cl 
en muſt be employed to facilitate and eſtabſiſn the 


credit of thoſe who have ſolid property; ſuch as the 


introduction of loans upon igtereſt; the breaking en- 
tails upon eſtates; the facilitating the ſale of them, in 
favpur of the bquidation of all claims competent to 
the induftrious, againſt the proprietors, even declar- 
ing the cauſe of creditors the favqurable fide in all 
ambiguous faw-fuits; and, laſt of all, allowing ar- 
reſtment of the perſon for moveable debts, which is 
ſupporting the intereſt of creditors as far, I-think, 
as is poſſible, in any free nation. Every regulation 
becomes, inſhort, expedient, vhich can favour the 


induſtrious, accelerate circulation, and eſtabliſn a 


credit to every one in proportion to his worth. | 
The ove Aden bb neceſſary for carrying 
on confumption, the more it is ealy to levy taxes; 
the uſe of which is to advance the public good, by 
drawing from the rich; a fund ſuffejent to employ 
both the deſerving,” and the pbor, ff the ſervice of the 
ſtate ; or to correct the bad conſequenees of domeſtic 
luxury as to foreign trade, by providing a fund for 


the payment of bounties upon exportation. 
G 4 In 
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In impoſing taxes, a ſtateſman ſhould attend to the 


nature of thoſe branches of circulation where the t 
nalance is made to vibrate, in order to diſtinguiſh f 
them from thoſe where no vibration is implied. When C 
a man buys an eſtate, it would be abſurd, to make r 

i 


him pay a tax of cent. per cent. though you may; ſafely 
OR pay at that rate, when he buys a pint, of 
gin, ox a pound of chocolate. ene ene, 
Ia taxes, again, upon conſumption, a particular a 
attention is to be had, not to confound thoſe which fl 
are paid by people who cenſume to gratify their de- 
fires, with thoſe which are paid by ſuch as conſume i 
in order to produce; that is to ſay, thoſe which affect N 
the rich, with thoſe which affect the induſtrious. ti 
hi 
nz 


— 


Further, a ſtateſman muſt ſce with perſpicuity how 
far the impoſition of taxes may influence the prices 
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of exportable goods; and in fo far as prices are in- by 
Ayended by them, they muſt be refunded with inte- th 
reſt, and even when that is not ſufficient to ſupport ſe 
the foreign competition, premiumsor bounties are to th 
be thrown in, at the expence of new impoſitions upon fo 
domeſtic conſumption. rn. OC 
As all augmentations muſt at laſt come to a ſtop, th 
ſo muſt theſe expedients for the ſupport of foreign 3 
trade againſt the _ influence of domeſtic abuſe; but pr 
when trade comes to a ſtop, taxes may be increaſed ; by 
becauſe the conſiderations in favour of exportation are en 
removed. The ſtateſman then muſt change his plan, thi 
and. make uſe of the power and influence he acquures a 
by an opulent exchequer, to root out the abuſes ma 
which have dried up the ſpring from which his coun: me 
try uſed to receive a continual augmentation of gre 
I conclude my chapter with this reflection: That ind 
under a wiſe adminiſtration, every vice in a ſtate car- ſtre 
ries a proper antidote along with it. * me 
If luxury diſtinguiſhes foreign trade it gives birth of 1 
to taxation; and money in the hands of a good ſtateſ- ; 
man is an irreſiſtible engine for, correcting every (as 
{ 


abuſe. 
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In treating: of taxes, I, frequently. look no further 
than my pen, when I raiſe my head. 
find the politics of my cloſet very different from thoſe 
of the century in which Ilive., I agree that the diffe- 
rence is ſtriking ; but ſtill reaſon is reaſon, and there 
is no impoſſibility in the ſuppoſition of its becoming 
practice. 2 mcg qe b. H 
CAP. XXVIIL Prices imply alienation for money, 
= ee familiar alienations only can fix a 
ſtandard.. 2 21 


The price of articles. of. the firſt neceſſity regulate, 


in a great meaſure, the price of every thing elſe. 
No —— and Caniſter —— ch ar- 
ticles implies. induſtry, and a numerous claſs of free 
hands; becauſe theſe only are the buyers. 70 No alie- 
nation is implied in the conſumption of neceſſaries, 
by thoſe, whoſe occupation it is to produce them for 
themſelves. Did every one, therefore, ſupply him- 
ſelf with neceſlaries, there would be no alienation of 
them; conſequently, no price fired. From hence it 
follows, that the price of neceſſaries depends on the 
occupations of a people, and not on the quantity of 
their ſpecig en, et % „ ir 
The ſtandard price of ſubhiſtence is in the compound 
oportion of the number of thoſe who are obliged to 
, and of the demand found for their labour. Subſiſt+ 
ence neyer can riſe above the level of the faculties of 


the numerous claſſes of a people; becauſe ſo ſoon as 


a price riſes. above the faculties of the buyer, his de- 
mand is withdrawn; and when the demand of a nu- 
merous claſs, is withdrawn, ſubſiſtence is found in too 
great plenty for the rich, to bear a high price. " 
The. more equal, therefore, the faculties of the 
induſtrious, 22 of any country are, the leſs di- 
ſtreſs will follow upon ſcarcity, and thoſe only, whoſe 
means cannot reach. that ſtandard price, run any riſk 
The faculties, therefore, of the phyfical-neceſſarians 
(as we have taken the liberty to call them) will, in 
countries of induſtry, determine the ſtandard value 
of ſubſiſtence ; and the value, in money, which they 
82 755 receive 


and look about, 1 
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receive for their work, will determine the ſtandard of 
thoſe faculties ; conſequently, the price of ſubſiſtence 
muſt riſe and fall according to the number of work- 
men, and demand for their work: that is to ſay, the 


price of ſubſiſtence muſt be in the compbund propor- 


tion above mentioned. 


Here I am led into an examination of the_opinion of | 


Meſſrs. De Monteſquieu and Hume, who think that 
the price of every thing depends upon the quantity of 
ſpecie in the country, which they conſider as the repre- 
ſentation of every thing vendible; as if theſe two quan- 
tities, the commodities, and the /pecie, were dwided 
into aliquot parts, exactly proportioned to one ano- 
ther. I do my endeavout᷑ to inveſtigate the meaning 
of theſe propoſitions, in order to ſhew in what re- 
ſpect they lead to error, in place of throwing light 
upon an intricate queſtion: and then I propoſe ano- 
ther doctrine, which is, that nothing can determine 
the value ef a vendible commodity, any where, But 
the complicated operations of demand an competition, 
which however frequently mfluenced by wealth, yet 
never can be regulated by it. 

Cu AP. XXIX. In this chapter I follow the ſuc- 
ceſſion of Mr. Hume's ideas, in his politicat diſcour- 
ſes ; and as he is led from his principles to believe, that 


there is no ſuch thing as a wrong balance of trade 


againſt a nation, but on the contrary thinks that the 


nature of money reſembles that of a fluid, which 


tends every where to a level: In purſuimg the conſe- 
quences of our former reaſoning, I ſhew, that nothing 
is ſo eaſy, or more common than a right or a wrong 
balance of trade; and I obſerve, that what we mean 
by a balance, is not the bringing the fluid to @ level, 
but either the accumulating or raiſing it in ſome coun- 
tries, by the means of national ind - free frugality, 
which is a right balance; or the depreſſing it in 
others, by national luxury and diſſipation, which is a 
wrong one. Thus the general doctrine of the level 
can only take place, on the ſuppaſition that all nati- 
ons are equally frugal and induſtrious; or rather, that 
they have an equal mixture of theſe and their oppoſite 

| qualities, 
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qualities, together with a reciprocal trade entirely laid 
When the ideas of different people are fairly 

expoſed, every queſtion comes to be reſolved without 


diſputation: vices in reaſoning ſeldom take place but 


when terms are not rightly underſtood. | 
Cu A. XXX. As the intention of this inquiry is 
not to treat of population, agriculture, trade, induſ- 
try, &c. as particular ſubjects, but as objects influ- 
encing the political oeconomy of modern ſtates, my 
end is anſwered, fo ſoon as I find the general princi- 
ples relating to each ſufficiently deduced and ranged 
under general heads. The uſe, therefore, of a chap- 
ter of miſcellaneous queſtions and obſervations, is to 
ſerve as an exerciſe on what is gone before; to intro- 
duce, without a direct connection, © queſtions ana- 
logous to the ſubject of the book, or to give a fur- 
ther extenſion to ſuch as I have treated, in the courſe 
of the chapters, with too much brevity. aid, 
In the firſt and ſecond - queſtions, I endeavour to 
ſhew, that the quantity of coin in any country, is no 


ſufficient rule for judging of the ſtate of her foreign 


trade; becauſe money may be acquired and expended 
by operations nowiſe mercantile. A nation may bor- 
row from "foreigners more than the amount of the 
balance againſt her: ſhe may pay away, in ſubſidies, 
and foreign wars, ſums greatly beyond the value of a 
right balance on her trade. She may call in her ſpe- 
cie, and trade with it abroad, while paper is made to 


circulate in its place at home: or ſhe may lock it up 


in banks, where it never may appear. In ſhort, the 
riches of a trading nation may refemble thoſe of a 


trading man; who may be immenſely rich, with very 


little ſpecie in his poſſeſſion. 


On the other hand, the riches of a prodigal nation 


may reſemble that of a prodigal man; who may be 

full of money, borrowed from all hands, upon the 

credit of a large fund of ſolid property.” > 
The third queſtion concerns the effects of riches 


in thoſe countries where trade and induſtry are little 


known. Under ſuch circumftances, coin muſt be 
ſocked up, or virtue will go to wreck, Why ? Be- 
cauſe, 
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cauſe, if coin circulate where there is no induſtry, it 
muſt circulate for no adequate equivalent in work or 
ſervice : that is, for the gratification of the paſſions, 


or in monſtrous prodigality. Experience demon- 


| ſtrated the truth of this principle. While the Greek 
Monarchs of Aſia and Egypt remained in poſſeſſion 


of their vaſt treaſures, virtue and ſimplicity ſtood 


their ground; when thoſe riches were thrown into 
circulation, under the firſt Roman Emperors, we ſee 
the horrible conſequences which enſued. What could 
produce ſuch monſters, except a taſte of diſſipation, 
without rational objects to diſcharge their wealth up- 
on? All the money in the univerſe, thrown into the 
hands of an extravagant modern Prince, would not 
affect his morals; the taſte of luxury would ſoon diſ- 
charge him of it; and the conſequence would be, to 
enrich thoſe who gratified his delires, and that nearly 
in proportion to their ſervice. But in antient times, 
the violence of government ſtopped the progreſs of 
induſtry: the conſequence of which was, that the 
few productions of it were ſold for the moſt exorbi- 
tant prices, and the wealth accumulated by private 
people commonly occaſioned their deſtruclion; be- 
cauſe rapine was the only expedient Princes had fal- 
len upon to draw back money into their coffers. 

Comparing the antient with our modern oeconomy, 
I find both are curious and entertaining. A. contraſt 
often makes us reflect upon circumſtances which 
otherwiſe might eſcape our obſervation. 

In the fourth and fifth queſtions, 1 apply the prin- 


_ Ciples we have laid down, in order to diſcover why . 


the eſtabliſhment of trade and induſtry has naturally 
given riſe to an eſtabliſhed ſyſtem of taxation and re- 
gular ſtanding armies. 

This leads me to compare circumſtances. relative to 
the oeconomy of Europe ſome centuries ago, when 
taxes were almoſt unknown, with the preſent times, 
when they are becoming daily more familiar; and I 
ſhew that they are, in a great part, paid in lieu of the 


| perſonal ſervice to which the ſubjects were Fu 
bound, 
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bound, and by the means of which ſtates were ſup- 
ported; and if they are extended beyond this pro- 
portion, it is in conſequence of a new circulation 
opened between the ſtate and thoſe who ſerve it : fo 
that the effect of taxes, ſpent within a country well 
governed, is to draw money gratuitouſly from thoſe 
who have a ſuperfluity of it, in order to beſtow it up- 
on thoſe who are willing and capable to advance the 
ſervice of the ſtate; that is, in other words, to ob- 
lige private people to lay out their money for the ſer- 
vice of their country. 

From the ſame principles, and from a very ſuccinct 
hiſtorical deduction of the facts relating to the ſtate 
of the militia of Europe, from the time of the Ro- 
mans, I endeavour to ſhew, that ſtanding armies in 
our days are becorne neceſſary, while Princes have the 
rage of making war; becauſe, without keeping up 
ſuch bodies of men in time of peace, the call of the 
luxurious would provide employment for them, which 
they would not chooſe to quit, when the will of their 
ſovereign might command their attendance. | 

Theſe queſtions lead me to inquire into the method 
of eſtimating the relative power of different ſtates in 
making war. | 

Here I reduce power to the two principles of men 
and money ; the men at the command of a ſtate, are 
thoſe who have poor and precarious living, or at leaft 
a worſe condition than that which the ſtate can of- 
fer for their military ſervice ; conſequently, the more 
a people are uſefully employed, the leſs they are cal- 
culated for filling armies. From hence it is that lux- 


ury is ſaid to render a nation effeminate : a true pro- 


poſition, when rightly underſtood, relative to the in- 
duſtrious, not to the luxurious claſſes of the people. 
The annual revenue of a ſtate is in proportion to 
the circulation ; becauſe it is at the time of circulati- 
on only that national contributions can be levied with 
the feweſt inconveniencies. Money which does not 
circulate is of no uſe to the proprietors, and conſe- 
quently can be of no utility to the ſtate, e as 
redit 
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Credit is in proportion to the capacity of paying 
the intereſt of money borrowed. | 

Having abundantly inſiſted on the advantages of in- 
duſtry in providing for the poor, I now come to conſi- 


der its permanent effects, after the firſt end has been 
accompliſhed. If a thouſand pounds are beſtowed 


upon making a fire-work, a number of 21 are 


thereby employed, and gain a temporary livelihood. 
If the ſame ſum is beſtowed for making a canal for 
watering the fields of a province, a like number of 
people may reap the ſame benefit, and hitherto ac- 
counts ſtand even: but the fire-work played off, what 
remains, but the ſmoke and ſtink of the. powder ? 


Whereas the conſequence of the canal is a perpetual _ 


fertility to a formerly barren ſoil. Here I enter again 
into an examination and confrontation of antient and 
modern oeconomy. I ſhew that the magnificence of 
the antients had not the ſame tendency to deſtroy ſim- 


plicity, as the luxury of modern times has; becauſe 


they owed their magnificence to the ſlavery of the in- 
ferior claſſes of people, who got no return for their 
labour further than bare ſubſiſtence. Whereas mo- 


dern magnificence depends upon induſtry ; which 


draws after it ſuch a retribution in money, as ſoon 


enables thoſe who at firſt contributed to the luxury of 


others, to call for the like ſervices from an inferior 
claſs, who are entering upon the courſe which the 
more wealthy abandon. 

I conclude this chapter with an inquiry into the 
principles which ought to regulate the eſtabliſhment 
of trading companies, Thele principles relate to the 


advantages and diſadvantages which ſeverally attend 


them. The principal advantage in common to all, 
proceeds from the union of private ſtocks ; conſe- 

yan the ſtateſman ought to protect companies ſo 
ar only as this union promotes the end for. which 
they were inſtituted ; but when ever he finds that the 
ſtrength of united ſtocks is made ule of to oppreſs the 
unincorporated induſtrious, he ought to take theſe 
under his protection, by providing an outlet for . bei 


induſtry, by which he will fruſtrate any attempt of 


turning 
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turning that into a monopoly, which was intended 
* to extend trade and induſtry. | 
he ſecond advantage is peculiar to ſuch compa- 

nies as trade to foreign parts under excluſive privile- 
ges. By theſe a ſtate reaps the benefit of keeping 
prices low in foreign markets ; becauſe the company 
is freed from the competition of their own country- 
men. But the inconvenience reſulting in conſequence 
of this, is, that as the company buys, ſo they alſo /ell 
without competition. The method, therefore, of 
preventing the bad conſequence of this, is, for the 
ſtate conſtantly to be at the great expence of every 
ſuch ſettlement in favour of foreign trade; and to 
grant the excluſive privilege in favour of commerce in 

eneral, and not in the common way, as an indemni- 

cation to particular people for the expence of mak- 
ing the ſettlement, or from other political conſidera- 
tions. When an excluſive privilege is granted upon 
ſuch principles, the ſtate may retain a power of in- 
ſpection into all their affairs, and may open the doors 
of the company to new ſubſcribers, in proportion to 
the demand for the trade, in place of allowing the 
company to ſwell their ſtock with borrowed money. 
By ſuch means frauds are prevented; a foundation is 
laid for ſeveral mercantile operations, which advance 
the proſperity of the ſtate, without hurting the com- 
pany; and jealouſy is taken away, by preventing the 
too cloſe connection between the members of it, when 
few in number, from degenerating into an oppreſſive 
and ſcandalous monopoly. 
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ADVERTISEMENT. 


THIS book, which treats of money, contains ſuch 
variety of matter, that I have found an advantage in 
dividing it into two parts. In the firſt, the principles 
are deduced and applied principally to the domeſtic 
circumſtances of Great Britain in the year 1960, when 
this book was written. In the ſecond, the intereſts of 
foreign trade, and ſtate of coin in the two great com- 
mercial nations with whom we are in correſpondence 
are taken in. 

Inſtead of a chapter of recapitulation at the end of 
the book, I found here that a full table of contents 
would give the reader a general view of the ſubject, 
and ſerve the purpoſe of recollection better. 
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INTRODUCTION. 


ſtep, we find it branching out into new relations, 
which lead to different chains of conſequences, it 
is of uſe to have recourſe to every expedient for con- 
necting the whole together. 
For this purpoſe, an introductory chapter at the be- 
ginning of a new ſubject ſeems neceſſary. | 
The reader will have obſerved that the laſt chapters 
of the preceding book . mean which treat — 
4 | 


J* an inquiry like this, where, at almoſt every 


400 
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the vibration of the balance of wealth and of circula- 
tion) have been writ with a view to introduce the 
ſubject of money. 

I thought it better to anticipate ſome principles by 
connecting them directly with thoſe of trade, than to 
introduce this part of my ſubject as a new treatiſe. 


The aſſiſtance our memory receives from ſuch a | 


diſtribution muſt compenſate the inconvenience of a 
few repetitions. | 


[ have, in the laſt chapters of the ſecond book here 
referred to, had occaſion to mention, and ſlightly to 


point out ſome eſſential differences between coin and 
paper money. I have ſhewn the great uſefulneſs of 
the latter in ſupporting circulation. 

Although, in giving the definition of paper money 
in the twenty ſixth chapter of the ſecond book, I 
mentioned credit as being a term ſynonimous with it; 

et this was done only for the ſake of ſimplifying our 
ideas: one of the beſt expedients for caſting light 
upon an intricate ſubject. It is now requiſite to point 
out the difference between them. | 

Symbolical or paper money is but a ſpecies of cre- 
dit : it is no more than the meaſure by which credit 
is reckoned. Credit 1s the baſis of all contracts be- 
tween men : few can be fo ſimultaneous as not to 
leave fome performance, or preſtation, as the civili- 


ans call it, on one fide or other, at leaſt for a ſhort 


time, in ſuſpence. He therefore who fulfils his part, 
gives credit to the party who only promiſes to fulfil, 
and according to the variety of contracts, the nature 
of the preſtations, or performances, therein ſtipulat- 
ed, and the ſecurity given for fulfilling what is not 
performed, credit aſſumes different forms, and com- 
municates to us different ideas. Paper credit or ſym- 


bolical money, on the other hand, is more ſimple. 


Itis an obligation to pay the intrinſic value of certain 
denominations of money contained in the paper. Here 


then lies the difference between a payment made in 
intrinſic value, and another made in paper. He who 
pays in intrinſic value, puts the perſon to whom he 

pays in the real poſſeſſion of what he owed ; and this 


done, 
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done, there is no more place for credit. He . 
pays in paper puts his creditor only in poſſeſſion of 
another perſon's obligation to make that value good to 
him: here credit is neceſſary even after the payment 
is made. 

Some intrinſic value or other, therefore, muſt - 
found out to form the baſis of paper money : 
without that it is impoſſible to fix any Jeterminate 
ſtandard-worth for the denominations contained in 
the paper. 

I have found no branch of my ſubject fo difficult to. 
reduce to principles, as the doctrine of money: this 
difficulty, however, has not deterred me from under- 
taking it. It is of great conſequence to a ſtateſman 
to underſtand it thoroughly; and it is of the laſt im- 
portance to trade and credit, that the money X A 
nation be kept ſtable and invariable. | 

To circumſcribe combinations as much as the na- 
ture of this ſubject will admit, I have in the firſt part 
adhered to a deduction of general principles, taking 
by way of illuſtration, as go along, the preſent ſtate 
of the Britiſh curr 

In the ſecond part, 1 ſhall examine the effects of 
turning coin into a manufacture, by ſuperadding the 
price of fabrication to its value; and point out the 
conſequences of this additional combination upon ex- 
change, and the intereſt of trading nations. 


H; CHAP. 
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CHAP. I. 


Of Money of Accompt. 


_—_ HE metals have ſo long performed the uſe of 
OY money, that money and coin are become al- 
moſt ſynonimous, although in their principles they 
be quite different. 
he firſt thing therefore to be done in treating of 
money, is, to ſeparate two ideas, which, by _—_ 
blended together, have very greatly contributed et 
throw a cloud upon the whole ſubject. VETO 
Definitions. Money, which I call of account, is no more than 
an arbitrary ſcale of equal parts, invented for meaſuring 
the reſpeftrve value of. things vendible. | | 
Money of account, therefore, is quite a different 
thing from money-corn, which is price, and might ex- 
iſt, although there was no ſuch thing in the world as 
any ſubſtance which could become an adequate and 
proportional equivalent, for every commodity. 
The ſubject therefore of the firſt chapter ſhall be, 
1. To point out the principles which determine the 
value of things; 2. The uſe of an inyariable ſcale to 
meaſure their value; 3. How the invention of mo- 
ney of account is exactly adapted for meaſuring the 
value on the one hand, and meaſuring the price on 
the other ; and 4. How it preſerves itſelf invariable 
amidſt all the fluctuations, not only of the value of thin 
themſelves, but of the metals which are commonly 


conſidered as the meaſures of their value. : 
Money, « Im. Money of account, which I ſhall here call nn. : 
feale tor ney, performs the ſame office with regard to the value ; 
meaſuring 57 ! X t 
value, of things, «that degrees, minutes, ſeconds, &c. do 

with regard to angles, or as ſcales do to geographical : 


maps, or to plans of any kind. 
In all theſe inventions, there is conſtantly ſome de- 
nomination taken for the unit. | 1 
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In angles, it is the degree; in geography, it in the 5 
mile, or league; in — the foot, yard, or toiſe; 

in it is the pound, trove,” flormz; & e. 

The degree has no — length, ſo neither 

has that part of the ſcale upon plans which marks the 

unit: the uſefulneſs of all thoſe: inventions being Five 

ly: confined to the marking of proportion. 

Juſt ſo the unit in money can have no invariable 
determinate proportion to any part of value, that is 
to ſay, it cannot be fixed to any particular quantity 
of gold, ſilver, or any other commodity whatſoever. 

he unit once fixed, we can by multiplying it, 
alvend to the greateſt value; and when we deſcend 
below the ſubaltern diviſions of this unit, we have the 
aſſiſtance of meaſures and weights, which render the 
operation eaſy. Thus in England, where a farthing 
is the loweſt. denomination of money, the grains of 
wheat are bought by: meaſure, and cherries _ the 
pound. 

I. The valueof wings depend upon the general com. Principles 
bination of many circumſtances, wiki however may „ 
be reduced to four principal heads 2 

1470; The abundance of the things to be valued. thing. 

zo. The demand which mankind-make for them. 

310. The competition between the demanders; and 

479. The extent of the faculties of the demanders. 
The function therefore of money is to publiſh and 
make known the value of things, as it is 3 by 
the combination of all theſe citcumſtances. 

This propoſition 1 think is ſelf-evident, and it is Prices ne 
ſuſceptible of a thouſand proofs. I ſhall only mention . 
One. tity of mo- 

Were there a diuurwiuate proportion betweencers 
tain quantities of gold and filver, and certain quanti- 
ties of other things vendible, I do not fee how prices 
could vary while the proportion of quantity to quian- 1 
tity between metals and things remained the ſame. I 

But if the deſires of men to poſſeſs any particular det 
commodity and the competition between them to ac- 1 
quire it be * to raiſe a thing, formerly of the 

H 4 loweſt 


loweſt value, to any height, and if the abſence of 
theſe circumſtances can debaſe a thing formerly of 
great value, to the loweſt rate, is it not evident, that 
the price, that is, the gold and ſilver people poſſeſs 
(even allowing that it may upon many occaſions pro- 
mote a competition among them) can never be the mea- 


ſtitutes the value of things. 


Subſtances are valued either according to their 


weight, their ſuperficial meaſure, the meaſure of their 
bulk, or by the piece. Theſe may be conſidered as 
the four claſſes of vendible corporeal commodities. 

All the ſpecies of each claſs according to their dif- 
ferent qualities of goodneſs, may be reduced to a 
proportion of value. A pound of gold, of lead, of 
different grains, of different butters, or of what you 
will, valued by the pound, may at any preciſe time, 
be reduced to a ſcale of proportional values, which 


uyers and ſellers, keep in a perpetual fluctuation. 

As far therefore, as an increaſe of the metals and 
coin ſhall produce an increaſe of demand, anda 
greater competition than before, - ſo far will that cir- 

cumſtance influence the riſe of prices, and no further. 
But by the The value of commodities therefore, depending 
be 2h upon a general combination of circumſtances relative 
recon con” to themſelves and to the fancies of men, their value 
and the ought to be conſidered as changing only with reſpe& 
wants to one another; conſequently, any thing which trou- 
bles or - perplexes the aſcertaining thoſe changes of 
proportion by the means of a general, determinate 
and invariable ſcale, muſt be hurtful to trade and a 
upon alienation. This trouble and perplexity is 
the infallible conſequence of every vice in the policy 

of money or of coin. BY 

Necefſity of III. It may here be demanded what neceſſity there 
een is to have recourſe to ſuch a metaphyſical deduction 
money aud upon ſo familiar a ſubject. Do we not ſee every where, 
price. that things are valued by ſilver and gold coin, and 
tnat there is no occaſion to reject them at this time, in 


order to introduce an imaginary ſcale, 


| ben wants, demands, competition and faculties of 
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I anſwer, 


ſure of their fancies or caprices, which are what con- 
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I anſwer, that nothing but neceſſity obliges m me PR 
introduce this imaginary ſcale, and that not with 
any intention to reject: the ſervice of the metals in 
performing the office of a meaſure, but as an aſſiſtanee 
to our underſtanding for comprehending the doctrine 
of money, and for rightly” diſtinguiſhing the ideas 
which are daily propoſed to us by thoſe who write and 
ſpeak concerning its theo 
Could gold and ſilver coin exactly perform the of- 
fice of money, it would be abſurd to introduce any 
other meaſure of value; but there are moral and phy- 
ſical incapacities in the metals, which prevent their 
performing the function of a ſcale : and the common 
opinion being, that there are no ſuch incapacities, 
makes it neceſſary to expote them in the cleareſt 
light, by ſhewing the exact difference between price 
(that is coin) conſidered as a meaſure, and. price con- 
ſidered as an equivalent for value. 
The inconſiſtencies which follow, when we depend | 
m__ upon the infallibility of the metal's diſcharg- 
__ double office, tend to confound the whote 
em of our ideas concerning thoſe matters. 
"The moral as well as phyſical incapacities inherent 
in the metals, which prevent their performing exactly 
the office of 1 money, ſhall be afterwards pointed out. 
I muſt at preſent explain a little further the nature of 
this ideal money. 
IV. Money, ſtrictly and philoſophially ſpeaking, Money of 
is, as has been ſaid, an ideal ſcale of equal parts. 7 — 
it be demanded what ought to be the ſtandard value bow con- 
of one part? I anſwer, by putting another queſtion] 3 
What is the ſtandard length of a degree, a minute, a 
ſecond ? 

It has none, and there is no neceſſity in having | 
any other than what by convention mankind think fit 
to give it. But ſo ſoon as one part becomes determin- 
ed, by the nature of a ſcale, all the reſt muſt follow | 
in proportion. 

he firſt ſtep being perfectly optional, people may : 
adjuſt one or more of thoſe parts to a preciſe en_ 
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of the precious metals; and ſo ſoon as this is done, 


and that money becomes realized, as it were, in gold 
and ſilver, then it acquires a new definition; it then 
becomes the price, as well as the meaſure of value. 

It does not follow from this adjuſting the metals 
to the ſcale of value, that they themſelves” ſhould 


therefore become the ſcale, as any one muſt readily 


perceive. 

But in W times, before the :ntreduBtios of 
commerce, when mankind had leſs occaſion to mea- 
ſure value with a ſcrupulous exactneſs, the perma- 
nent nature of the metals rendered them ſufficiently cor- 
rect, both to ſerve as the ſcale, and as the price in 
every alienation. Since the introduction of commerce, 
nations have learned the importance of reducing their 
reſpective intereſts and debts, to the niceſt equations 
of value ; and this has pointed out the inconveni- 
ence of admitting the metals, as formerly, to ſerve 
both as the meaſure and the price in ſuch operations. 

Juſt ſo geographers and aſtronomers were long of 
opinion, that a degree of the equator was a determi- 
nate length to-meaſure every degree of laritude upon 
the globe. 

They then conſidered the earth as a ſphere, and no 
great inconveniency was found to reſult from this ſup- 
poſition, But as accuracy made a progreſs, that mea- 
ſure was found to be incorrect. Degrees of latitude 
are now found to be of different lengths in different 


' climates ; and perhaps in time, it will be found that 


no two degrees of any great circle deſcribed upon the 
globe, are in a geometrical equality. | 

That money, therefore, which conſtantly preſerves 
an equal value, which poiſes itſelf, as it were, in a 
zuſt equilibrium between the fluctuating proportion 
of the value of things, is the only permanent and 
equal ſcale, by which value can be meaſured, 

Of this kind of money, and of the poſſibility of 
eſtabliſhing it, we have two examples: the firſt; a- 
mong one of the moſt knowing ; ; the ſecond, among 


one of the moſt ignorant nations of the world. T " 
bar 
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bank of Amſterdam preſents us with the one, the 
coaſt of Angola with the other.. 

A florin banco has a more determinate value than e a 
pound of fine gold, or ſilver; it is an unit which the 
invention of men, inftructed i in the arts of GY 
has found out. 


This bank money ſtands invariable like a rock in Bunk me 
the ſea, According to this ideal ſtandard are the . 


prices of all things regulated; and very few people 
can tell exactly what it depends upon. "The precious 
metals, with their intrinſic value, vary with regard 
to this common meaſure, like every other thing. A 
pound of gold, a pound of filver, a thouſand guineas, 

a thouſand crowns, a thouſand piaſtres, or a thouſand 
e are ſometimes worth more, ſometimes worth 
leſs of this invariable ſtandard ; according as the pro- 
portion of the metals of which they are made vary 
between themſelves. - 

No adulterations in the woke: amen or deno- 
minations of coin have any effect upon bank money. 
Theſe currencies which the bank looks upon as mer- 
chandize, like every other thing, are either worth 
more or leſs bank money, according to the actual va- 
lue of the metals they are made of. All is merchan- 
dize with reſpect to this ſtandard; conſequently, it 


ſtands unrivalled in the exerciſe of its function of a 


common meaſure. 


The ſecond example is found among the enges 1% Angola 


upon the African coaſt of Angola, where there is 

real money known. The inhabitants there reckon by 
macoutes; and in ſome places this denomination is 
ſubdivided into decimals, called pieces. One macouie 
is equal to ten pieces. This is juſt a ſcale of equal 
3 for eſtimating the trucks they make. If a ſheep, 

g. be worth 10, an ox may be wonh 4 anch. a 
handful of gold duſt oo. 

Money of account, therefore, cannot be fixed to 
any material ſubſtance, the value of which may vary 
with reſpect to other things. The operations of trade, 
and the effects of an univerſal circulation of value, 
over the commercial world, can alone adjuſt the fluc- 
tuating 
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tuating value of all kinds of merchandize, to this in- 
variable ftandard. This is -a repreſentation of the 
bank money of Amſterdam, which may at all times 
be moſt accurately ſpecified in a determinate weight 
of ſilver and gold; but which can never be tied down 
to that preciſe weight for twenty-four hours, any 
more than to a barrel of herrings. 
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CHAP. II. 
Of Artificial or Material Money. 


L RO M the infancy of the world, at leaſt as far 


back as our accounts of the tranſactions of 


mankind reach, we find they had adopted the preci- 
ous metals, that is ſilver and gold, as the common mea- 
ſure of value, and as-the adequate equivalent for eve- 
ry thing alienable. | 

The metals are admirably adapted for this pur- 
poſe ; they are perfectly homogeneous : When pure, 
their maſſes, or bulks, are exactly in proportion to 


their weights: No phyſical difference can be found 


between two pounds of gold, or filver, let them be 
the production of the mines of Europe, Aſia, Africa, 
or America: They are perfectly malleable, fuſible, 


and ſuffer the moſt exact diviſion which human art is 


capable to give them: They are capable of being 


mixed with one another, as well as with metals of a 
baſer, that is, of a leſs homogeneous nature, ſuch as 
copper. By this mixture they ſpread themſelves uni- 
formly through the whole maſs of the compoſed lump, 
ſo that every atom of it becomes proportionally poſ- 
ſeſſed of a ſhare of this noble mixture; by which 
means the ſubdiviſion of the precious metals is ren- 
dered very extenſive, 


Their 
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Their phyſical qualities are invariable; they loſe 
nothing by keeping; they are ſolid and durable; 
and though their parts are ſeparated by friction, like 
every other thing, yet ſtill they are of the number 
of thoſewhich ſuffer leaſt by it. 1% 

If money, therefore, can be made of any thing, 
that is, if the proportional value of things vendible 
can be meaſured by any thing material, it may be 
meaſured by the metals. 

II. The two metals being pitched upon as the moſt4julting, a 
proper ſubſtances for realizing the ideal ſcale of mot 
ney, thoſe who undertake the operation of adjuſting 
a ſtandard muſt conſtantly keep in their eye the 
nature and qualities of a ſcale, as well as the prin- 
ciples upon which it is formed. 

The nnit of the ſcale muſt conſtantly be the ſame; 
although realized in the metals, or the whole opera- 
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4 tion fails in the moſt eſſential part. This realizing 
the unit is like adjuſting a pair of compaſſes to a geo- 
5 metrical ſcale, where che ſmalleſt deviation from the 
2 exact opening once given muſt occaſion an incor- 
2 rect meaſure. The metals, therefore, are to money 
| what a pair of compaſſes is to a geometrical ſcale. 
x This operation of adjuſting the metals to the mo- 
» ney of account, implies an exact and determinate 
4 proportion of both metals to the money- unit, realiz- 
A ed in all the fpecies and denominations of coin, ad- 
N juſted to that ſtandard. 
s The ſmalleſt particle of either metal added to, or 
15 taken away from any coin, which repreſents certain 
| determinate parts of the icale, overturns the whole 
- ſyſtem of material money. And if, notwithſtanding 
8 ſuch variation, theſe coins continue to bear the ſame 
"4 denomination as before, this will as effectually de- 
N ſtroy their uſefulneſs in meaſuring the value of things, 


7 as it would overturn the uſefulneſs of à pair of com- 
paſſes, to ſuffer the opening to vary, after it is ad- 
juſted to the ſcale repreſenting feet, toiſes, miles, or 
leagues, by which the diſtances upon the plan are 
to be meaſured, * | * 

III. De 
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Debaſing III. Debaſing the ſtandard is a good term; becauſe 
« ſtandard, it conveys a clear and diſtinct idea. It is diminiſh- 
what? ing the weight of the pure-metal contained in that 
denomination by which a nation reckons, and which 
we have called the money-unit. Raiſing the ſtan- 
dard requires no further definition, being the direct 
contrary. | | 
ter- IV. Altering the ſtandard (that is raiſing or de- 
non of baſing the value of the money-unit) is like alterin 
howto be the national meaſures or weights. This is beſt dif 
diſcovered. covered by comparing the thing altered with things 
of the ſame nature which have ſuffered no altera- 
tion. Thus if the foot of meaſure was altered at 1 
once over all England, by adding to it, or taking 
from it, any proportional part of its ſtandard length, 


' 
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the alteration would be beſt diſcovered, by com- J 

paring the new foot with that of Paris, or of any 

other country, which had ſuffered no alteration. Juſt Gi 

ſo, if the pound ſterling, which is the Engliſh unit, q 

ſhall be found any how changed, and if the varia- * 

| tion it has met with be difficult to aſcertain, becauſe fo 

\ of a complication of circumſtances, the beſt way to ſts 
3 diſcover it will be to compare the former and the 

1 preſent value of it with the money of other nations os 

62 which has ſuffered no variation. This the courſe of tol 

EY exchange will perform with the greateſt exactneſs. val 

Of alloy. V. Artiſts pretend, that the precious metals, when wh 

abſolutely pure from any mixture, are not of ſuffi- * 

bY cient hardneſs to conſtitute a ſolid and laſting coin. FRY 

21 They are found alſo in the mines mixed with other "Et 

| metals of a baſer nature, and the bringing them to a ted 

ſtate of perfect purity occaſions an unneceſſary ex- \ 

pence. To avoid, therefore, the inconvenience of mes 


employing them in all their purity, people have a- Fay, 
dopted the expedient of mixing them with a deter- 7 
minate proportion of other metals, which hurts neither 
their fuſibility, malleability, beauty, or luſtre. This 
metal is called alloy, and being conſidered only as a 
ſupport to the principal metal, is accounted of no 


value in itſelf. So that eleven ounces of gold, when 
| | mixed 


5 mixed with one ounce of ſilver, acquires, by that 
. addition no entation of value whatever, of 
4 This being the caſe, we ve ſhall, as much as poſſi 
1 ble, 'overlook: the / exiſtence of alloy, in ſpeaking of 
- money, in order to render language leſs ſubject to am- 
t biguity. I muſt except ſuch caſes, where the conſider- 
| ing the maſs of the compound metal, according to its 
— vere! can r accompanied with no inconvenience. 
8 | c H A P. m 
» 2b 
at 2 of the Meas to een ao tie of an 
-  irvariable - of 9 87 5 
N- J. ER E dete but one 1 5 of ſuch Ann 
* ſubſtance as we have repreſented gold and cue 
iſt liver to be: were there but one metal poſſeſſing the to one aao- 
it, qualities of purity, diviſibility, and durability; the 
a- inconveniences in the uſe of it for money would be 
iſe fewer by far than __ are n to be as matters | 
to ſtand. il 
he Such a metal might hm, by an u unlimited . | 
NS on into parts exactly equal, be made to ſerve as 1 
of tolerable ſteady and uni verſal meaſure. But the 1 | 
valſhip between the metals, and the perfect equality | 
gen which is found between all their phyſical qualities, | 
fi- ſo far as regards purity; and diviſibility; render them | 
un. ſo equally well adapted to ſerve as the common 
her meaſure of value, that they are univerſally admit- | 
_ ted to paſs current as money. | 
ex- What is the conſequence of this? That the one All were 
of meaſures the value of the other, as well as that of ic be ment | 
> a every other thing. Now the moment any meaſure e | 
ter- begins to be meaſured by another, whoſe propor- | 
her tion to it is not phyſically, perpetually, and invarja- | 
us bly the'ſame, all the uſefulneſs of tuch a meaſure [ 
18 2 is loſt. An example Will make this'plain. | 
ne A foot of meafute is a determinate length. An 
— Engliſh foot may be compared with the Paris foot, 
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or with that of the Rhine; that is to ſay, it mey 
e 
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| be meaſured by them; and the proportion between 
, their lengths may be expreſſed. in numbers; which 
proportion will be the ſame pe Ally. The mea- 
ſſiuring the one by the other will occaſion no uncer- 
tainty; and we may ſpeak of lengths by Paris feet, 

and be perfectly well underſtood by others who are 

uſed to meaſure by the Engliſh foot, or by the foot | 

of the Rhine. bainparnd nd ff ; 

Conſequen- But ſuppoſe that a youth of twelve years old takes 
ces when jt into his head to meaſure from time to time, as, , 
er vn. he advances in age, by the length of his own foot, 8 
and that he divides this growing foot into inches and : 

li 


decimals: What can be learned from his account 
of meaſures? As he increaſes in years, his foot, 
inches, and ſubdiviſions, will be gradually lengthen- 
ing; and were every man to follow his example, and 
meaſure by his own foot, then the foot of a meaſure 
now eſtabliſhed: would totally ceaſe to be of any 
utility. cb | 
This is juſt the caſe with the two metals. There 
is no determinate invariable proportion between 
their value; and the conſequence of this is, that 
when they are both taken for meaſuring the value 
of other things, the things to be meaſured, like the 
lengths to be meaſured by the young man's foot, 
without changing their relative proportion between 
themſelves, change however with reſpect to the de- 
nominations of both their meaſures. An example 
will make this plain. £ | 
Let us ſuppoſe an ox to be worth three thouſand 
pounds weight of wheat, and the one and the other 
to be worth an ounce of gold, and the ounce of 
gold to be worth exactly fifteen ounces of ſilver: 
If the caſe ſnould happen, that the proportional va- 
lue between gold and filver ſhould come to be as 
14 is to 1, would not the ox, and conſequently the 
wheat, be eſtimated at leſs in filver, and more in 
gold, than formerly? I aſk further, if it would be 
in the power of any ſtate to prevent this variation 
in the meaſure of the value of oxen ne 
wi 
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without putting into the unit of their money leſs 


filver and more gold than formerly. 1 

If therefore any particular ſtate ſhould fix the 
ſtandard of the unit of their money to one ſpecies of 
the metals, while in fact both the one and the other 
are actually employed in meaſuring value; does not 
ſuch a ſtate reſemble the young man, who meaſures 
all by his growing foot: For, if filver, for example, 
be retained as the ſtandard, while it is gaining up- 
on gold one fifteenth additional value; and if gold 
continues all the while to determine the value of things 
as well as ſilver, it is plain that, to all intents and 
purpoſes, this filver meaſure is lengthening daily, 
like the young man's foot, ſince the ſame weight of 
it muſt become every day equivalent to more and 
more of the ſame commodity ; notwithſtanding that 
we ſappoſe the ſame proportion to ſubſiſt, without 
the leaſt variation; between that commodity and 
every other ſpecies of things alienable. 


Deſects of 


a ſilver 


ſtandard. 


After having expoſed the matter in this light, I os uy; 


think it can hardly, with reaſon, be urged, of it. 


that notwithſtanding it be admitted that gold 
and filver may change their proportion of value 
with regard to one another, yet ſtill this does not 
prevent ſilver from — the ſtandard; without 
any inconvenience; for the following reaſons. 

1419. Becauſe, when it is conſidered as a ſtandard, 
it never ought to be looked upon as changing its 
value with regard to gold ; but that gold ought to be 
conſidered as changing its value with regard to filver. 

2do. Becauſe being the meaſure itſelf, it is abſurd 
to conſider it as the thing meaſured ; that therefore 
it retains all the requiites of an invariable ſcale; 
lince it meaſures all things according to the pro- 
portion they bear to itſelf, which, phyſically never 
can vary. And, | 

3110. That a perſon who has borrowed a certain 
weight of filver from another, is obliged to repay 
the ſame weight of ſilver he had borrowed ; al- 
though at that time filver ſhould be of greater” 

[ 


value than when he borrowed it. 
Vol. II. 1 I anſwer 
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theſe argu- 
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E anſwer to the firſt argument; That if in fact 


filver becomes of more or leſs value with reſpect to 


merchandize, with reſpe& to gold, and with reſpect 
to bank money, by there being a greater or leſs 
demand for it than there was before; I cannot ſee 
how calling it a ſtandard, can remove this incon- 
yenience, which is inſeparable from the nature of 


the thing; nor how we can change a matter of falt, 
by changing our language, and by ſaying, that mer- 
Cie gold, and bank money, become of more 
value, or of leſs value, with reſpect to filver, in 
roportion as the demand for them is greater or 
25 This language we muſt uſe, although we 
Know for certain that theſe things remain in the 
exact relative proportion of quantity and demand 
as before: And although it ſhould evidently appear, 
that a demand for ſilver has raiſed the price of it, 
Yith reſpe& to every thing it meaſured the day be- 
ore. i 
If the yard in a mercer's ſhop ſhould be ſubject 
to fuch revolutions, in conſequence of the wood it 
was made of, and if in meaſuring a piece of ſtuff 
to a cuſtomer, which the mercer had bought by 
this yard the day before for 50 yards, he ſhould 
find the piece meaſure but 40, it would not be 
ealy to perſuade him, I believe, that his piece was 
become. ſhorter ; but ſuppoſe he ſhould have the 
curioſity to meaſure over again all the pieces in his 
ſhop, and that he ſhould find exactly one fifth di- 
minution upon the length of every, one, would he not 
very rationally conclude that his yard was. grown 
longer, and would he not run immediately to his 
neighbour's ſhop and compare it? 
to the ſecond argument, I agree that ſilver 
may at all times very exactly meaſure the value of 
things with reſpect to itſelf; but this gives us no 
idea of an univerſal meaſure. | | 
can meaſure the proportion of the length of 
things, with any rod or with any line, the length 
of which 1 know nothing about; but no body -_ 


— 
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this meaſurin ng, be becauſe I cannot com 
meafured, wi y other thing which I have not 
meafured with Sy Arne rod or line, as I might eaſily 
do, had I meaſured with a foot, yard, or toule ; con 
ſequently che intention of dene in ſuc 1A caſe 
is almoſt entirely” loſt. $7 
To the third argu (nent, T anſwer, that I tub@ribe 

very willingly to the trut of phat propoſiti tion; pro- 
rididg by fivet is underſto6d the bare metal, 
Mor, Rape Aer to its additional quality of the 
univerſal ſtandard meaſure of value. But if I bor- 
row the ſilver not as bullion, but as coin (the « com- 
mon meafure of value) then I fay, that I overp 

in giving back the ſame weight I had Feit 
Is there any thing more familiar than ſuch van 
I borrow 1004. from my neighbour, he 15 gh 
give ſo much of the value in grain; I 7 The 
price of grain riſes about the term of payment; 
can I be obliged to repay an equal quantity of grain 
in payment of a proportional of what I owe? 
By no means; becauſe I did not receive the grain 


as any thing but as a ſpecies of money. But if I 


borrow ſome quarters of grain to be repaid in har- 
veſt, then I am obliged to reſtore grain for grain, 


becauſe in that caſe I did not receive the grain as 
money, but as commodity. 


pare the things | 


ts 


Buying and ſelling are purely e and Uſefulneſs 


no man is obliged to give his merchandize at what 
The uſe, therefore, of an univerſal meaſure, is, to 
mark, not only the relative value of the things to 
which it is applied as a meaſure, but to diſcover in an 
inſtant the proportion between the value of thoſe, 
and of every other commodity valued by a determi- 
nate meaſure in all the countries of the world. 
Were pounds 1 livres, florins, piaſtres, &c. 
which are all mone account, invariable in their 
values, what a facility would it produce in all con- 
verſions, what an alliſtance to trade! But as they 
are all limited or fixed to coins, and — 
12 rom 


of an uni- 
verſal mea 


may be ſuppoſed to be the proportion of its worth, ſure. 


— 1 — — — = — 
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arculation. culate long, without loſing o 
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g from time to time, this example ſhews the utility of 

, the invariable meaſure which we have deſcribed. 

They bave There is another circumſtance which incapacitates 

two values, - MILLS 

one as coin, the metals from performing the office of money; 

. ſubſtance of which the coin is made, is a com- 

modity, which riſes and ſinks in its value with re- 

ſpect to other commodities, according to the wants, 

competition, and caprices of mankind. The advan- 

tage, therefore, found in putting an intrinſic value 

into that ſubſtance which performs the function of 

money of account, is compenſated by the inſtability 

of that intrinſic value; and the advantage obtained 

by the ſtability of paper, or ſymbolical money, is 

compenſated by the defect it commonly has of not 

being at all times fuſceptible of realization into ſolid 
propertity, or intrinſic value. i 

In order, therefore, to render material money more 

perfect, this quality of metal, that is of a commo- 

dity, ſhould be taken from it; and in order to ren- 

der paper money more perfect, it ought to be made 


' 


pedient with regard to the metals ſhall find a place in 
this inquiry (in the chapter of miſcellaneous queſtions 


at the end of this book, article 4th), What regards 


the paper is foreign to our purpoſe, and belongs to 
the doctrine of credit. 
Smaller in- II. There are ſeveral ſmaller inconveniencies accom- 
convenien- panying the uſe of the metals, which we ſhall here 
ing material ſhortly enumerate, reſerving the diſcuſſion of all the 
money. conſequences they draw along with them, until we 
come to conſider the operations of trade and maney, 
upon the complicated intereſts of mankind. 

It wearsin Im. No money made of yr or filver can cir- 
its weight, although 
it all along preſerves the ſame denomination, This 
repreſents the contracting a pair of compaſſes which 
had been rightly adjuſted to the ſcale. Such a de- 
fect muſt appear ſtriking, when we reflect upon the 
rinciples (already laid down) which neceſſarily in- 

fuence the fixing of a ſtandard, We 


2do. Another 


to circulate upon metallic or land ſecurity. The ex- 


I 
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t 
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adh. Another inconvenience proceeds from the fa- it is in«<- 

brication of money. Suppoſing the faith of Pritices coined. 

who coin money to be inviolable, and the probity, ' 

as well as capacity, of thoſe to whom they commit 

the inſpection of the fineneſs of the metals to be ſuffi- 

cient, it is hardly poſlible for workmen to render 

every piece exactly of a proper weight, or to pre- 

ſerve the due proportion between pieces of different 

denominations ; that is to ſay, to make every ten 

ſixpences exactly of the ſame weight with every 


crown piece and every five ſhillings ſtruck in a coin-. 


age. In proportion to ſuch inaccuracies, the parts of 
the ſcale become unequal. 1 

3tio. Another inconvenience, and far from being The coinage 
inconſiderable, flows from the expence requiſite for rates wha 
the coining of money, This expence adds to its value ct a6ling 
as a manufacture, without adding any thing to its weighe. 
weight. I ſhall take notice, in the proper place, of 
the conſequences which attend this inconvenience, 
even to nations where coinage js free, 

to. The laſt inconvenience I ſhall mention, is, that The value 

by fixing the money of account entirely to che coin, u manly © 
without having any independent common meaſure changed. 
(to mark and control theſe deviations from mathema- 
tical exactneſs, which are either inſeparable from the 
metals themſelves, or from the fabrication of them) 
the whole meaſure of value, and all the relative in- 
tereſts of debtors and creditors, become at the diſpo- 
ſal not only of workmen in the mint, of Jews who 
deal in money, of clippers and waſhers of coin, but 
they are alſo entirely at the mercy of Princes, who 
have the right of coinage, and who have frequently 
alſo the right of raiſing or debaſing the ſtandard of 
the coin, according as they find it moſt for their 
preſent and temporary intereſt. - | 3 

Several of the inconveniencies we have here enume- Trade pro- 
rated, may appear trifling, and ſo they are found to 8 
be in countries where commerce is little known ; but fe, in the 
the operations of trade ſurpaſs in nicety the concep- 
tions of any man but a merchant; and as a proof of 
this, it may be affirmed with truth, that one ſhilling 


13 | can 


* 
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Quan hardly loſe a grain of its weight, either by fraud 
or circulation, without Se by that circum- 
ſtance, towards the diminution of th 
of the money- unit, or pound ſterling, over all Eng- 
£ 2255 as I hope to be able to ſhew both by reaſon and 


coin is expoſed, ans 8 in countries where the uſe 


* I 1 


1 * 
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CHAP. Iv. 


inconveniencies to which material Money is liable, 


I. N this chapter, I ſhall point out. the methods 


invariable ſcale of ideal money of accompt. 
To propoſe the throwing out of coin altogether, 


ing all to an ideal ſtandard, is acting like the tyrant 
who adjuſted every man's length to th 
bed, cutting from the length of thoſe who were taller 


Vie of the- uſe of theory in political matters is not only to diſco, 
= _— ver the methods of removing all abuſes, it muſt alſo 


cer. lend its aid towards palliating inconveniencies which 
arenot eaſily cured. | | 
Five reme- The inconveniencies from the variation in the rela- 


cheefteof tive value of the metals to one another, may in ſome 
the variati , . 1 
the vararizo meaſure be obviated by the following expedients. 

value of the . 


e ſtandard value 


"All andevery one of theſe inconyenjencies to which | 


of pure ideal money of account is properly eſtabliſhed, 


Methods which may be propoſed for tefſening, the ſeveral 


which may be propoſed for leſſening the in- 
conventencies to which all coin is liable, in order 
thereby to make it reſemble as much as poſlible the 
becauſe it is liable to inconveniencies, and the reduc- 


at of his own 


than himſelf, and racking and ſtretching the limbs 
of ſuch as he found to be of a lower ſtature. The 
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1999. By. conſidering one only as the ſtandard, and 
leaving the other to ſeek its own value, like any 
other commodity. 

2do. By conſidering one only as the ſtandard; and 
fixing the value of the other from time to time by 
authority, according as the market price of the me- 
tals ſhall vary. 3 M17 

tis. By fixing the ſtandard of the unit wo 
to the mean proportion of the metals, attaching 1 
to neither; regulating the coin accoidingly; and 
upon every conſiderable variation in the proportion 
between them, either to make a new: coinage, or to 
raiſe the denomination of one of the ſpecies, and lo- 
er it in the other, in order to preſerve the unit * 
actly in the mean proportion between the gold and 


ſilver. This idea is dark, but it ſhall afterwards be 15 


ſufficiently explained. | 


4 To have two units, and two ſtandards, one of 


d, and one of ſilver, and to allow every body to 
ipulate in either. 85. 2 888114 


510. Or laſt of all, to oblige all debtors to pay one 8 OS 


half in gold and one half in the filver ſtandard. : 
I have here propoſed the attaching the ſtandard to] 
one of the ſpecies, as a remedy againſt: the effects of 
variation between the metals, becauſe when that is 
done, the conſequences are not ſo hurtful as when the 
unit is affixed to both, as I ſhall prove in its proper” 
The regulating the proportion of that metal wh ce 
is cunſidered as merchandize, to the other Which is 
conſidered as the ſtandard, upon every variation in 
the market price of bullion, as well as the other ex- 
pedient of ſtriking the unit according to the mean 
proportion, is an endleſs labour, and implies a ne- 
ceſſity either of perpetually recoining, or of introdue- 
ing fractions of value into the current coin, which 
cannot fail to embarraſs circulation. Iſt 
The eſtabliſting two units, the one of gold, and 
the other of ſilver, does not render the unit of money 
any more invariable than before; all thar can be ſaid 
for this expedient, is, that money becomes thereby 
& more 


£19 
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more determinate, and that people who enter into 
—.— contracts are, at leaſt, appriſed of the con- 
tals, and may regulate their intereſts accordingly. 
be laſt expedient of making debtors pay Pale in 
gold and half in filver, would anſwer every inconve- 
nience, providing all creditors were ſuppoſed to melt 
the money down upon receiving it, in order to ſell it 
for bullion; but as that is not the caſe, it would be 
proper, together with this expedient, to be alſo very 


exact in obſerving the market proportion of the me- 


tals in the coin ; becauſe it cannot be ſuppoſed, that 
every ſmall payment can be made in both ſpecies, and 
wherever this is omitted, every former inconvenience 
may take place. | | 2 
Remedies II. The other imperfections of coin have been al- 
#2aioft the ready enumerated, They relate either to its wear, 
veaieacies. the want of exactneſs in the fabrication, the price of 
| coinage, or the opportunity thereby afforded tq 
Princes to adulterate and change the ſtandard. 
Againſt the © 1910, As to the firſt the beſt expedients are, 1. To 
the cos. ſtrike the greateſt part of the coin in large ſolid 
pieces, having as little ſurface as poſſible, conſiſtently 
with beauty and eaſe of fabrication. *? 98? Ic 

2. To order large ſums (of ſilver at leaſt) to circu- 
late in bags of determinate ſums, and determinate 
weights, all in pieces of the larger denominations. _ 
3. To make all light coin whatſoever go by weight, 
ypon the requiſition of the perſon who is to receive it. 
Apainft in-. 240. As to the jnaccuracy of the fabrication, there 
accuracy of 1$ no Other remedy than a ſtrict attention in govern- 

coinage, ment to a matter of ſo great conſequence. | 
Agia the 3010. The price of coinage pripeipally affects the 
 expence of intereſt of nations with regard to foreign trade; con- 
| £0048% ſequently, trading ſtates ſhould endeavour, as nearly 
| as pollible, to obſerve the ſame regulations with their 
neighbours, in every thing which regards the coin. 
The conſequence of this inconvenience to thoſe with- 
in the ſociety is unavoidable, and therefore no remedy 


can be propoſed, * 
4/0. The 


equences of the varying of the proportion of the me- 
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4. The eſtabliſhment'-of public credit is the beſt h © 
fecurity againſt all adulterations of the ſtandard.” No changes on 
fundamental law can bind up a Prince's hands fo ef- 0 f 
fectually as his own intereſt. While a Prince lives 
within his income, he will have no occafion to adul- 
terate | the coin; When he exceeds it. he will (in a 
trading nation) have recourſe to credit, and if once 
he eſtabliſhes that, he muſt give over meddling witi 
the ſtandard of his coin, or he will get no body to 
lend him any more. The only Prince who can gain 
by adulterating of the ſtandard, is he Who ſeeks for 
extraordinary ſupplies out of a treaſure already formed. 
Theſe are, briefly, the expedients to be put in 
practice by thoſe governments which have the proſpe- 
rity of their ſubjects at heart. The infinite variety 
of circumſtances relating to every ſtate can alone de- 
cide as to thoſe which are reſpectively prpper to be 
adopted by each. Our buſmeſs at preſent is to point 
out the variations to which the value of the money- 
unit is expoſed, from every diſorder in the coin; and 
to ſnew that as far as the value of the unit ſhall ap- 
pear affected by them, ſo far muſt material money in 
ſuch a caſe be defective. b ae 


Pool 


Variations to which the Vahr of the Money-unit & ex." 
© Poſed from'every Diforder in the On, 


J. 1 us ſuppoſe, at preſent, the only diſordeg 
to conſiſt in a want of the due proportion 
between the gold and filver in the coin. i 
This proportion can only be eſtabliſbed by the How the * 
market price of the metals; becauſe an augmentation f che me- 


and riſe in the demand for gold or ſilver has the I pt _ 
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| of augmenting the value of the metal demanded. 

Let us ſuppoſe that to-day one pound of gold may 

buy fifteen pounds of filver ; if to-morrow there be 

a high demand for ſilver, a competition among mer- 

chants, to have ſilver for „vill enſue, . will 

contend who ſhall get the ſilver at the rate of fifteen 

pounds for one of gold: this will raiſe the price of it, 

and in proportion to their views of profit, ſome will 

The vari- accept af leſs than the fifteen pounds, This is plainly 

ation ought à riſe in the ſilver, more properly than a fall in the 

— becauſe it is the competition for the ſilver 

— 8 mers Which has occaſioned the variation in the former pro- 

to the ſial· portion between the metals. Had the competition 

* for gold carried the proportion above 1 toi 5, I ſhould 
then have ſaid that the gold had riſen. | | 

As it is, therefore, the a#rve demand for either gold 

or filver which makes the price of the metals to vary, 

L think language, would be more correct (in ſpeaking 

concerning the metals only) never to mention the 

iu king of the price of either gold or filver. As to 

every other merchandize, the expreſſion is very pro- 

per; becauſe the diminiſhing of the price of one 

commodity, does not fo eſſentially imply. the riſe of 

any other, as the ſinking of one of the metals muſt 

— the riſing of the other, ſince they are the only 

meaſures of one another's worth. I would not be here 

underſtood to mean that the term finking of the price 

of gold or filver is improper; all I ſay is, that the 

other being equally proper, and conveying with it 

the cauſe of the variation (to wit, the competition to 

acquire one metal preferably to the other) may be 

preferred, and this the rather, that from uſing theſe 

terms promiſcuouſly (gold has fallen, in place of filver 

has riſen) we are apt to believe, that the falling of 


the prioę of the metal, muſt proceed from ſome aug-' 


mentation of the quantity of it; whereas it commonly 
proceeds from no other cauſe than a higher demand 
than formerly for the other. 

Let us now ſuppoſe that a ſtate having, with great 
exactneſs, examined the proportion of the metals in 
the market, and having determined the preciſe quar- 

| | tity 


* 


ard? 
politio1 
in the | 
the ſta, 
a merc| 


would ' 


money of accoupft. 


tity of each for realizing or repreſenting the money-, 

unit, ſhall execute a moſt exact coinage of gold and 

flyer coin. As long as that proportion continues un- 

varied in the market,” ng inconvenience can reſult 

from that quarter, in making uſe of 'the metals for 

But let us ſuppoſe the proportion to change; that How the 
the ſilver, for example, , ſhall riſe in its value with — 
regard to gold; will it not follow, from that moment, is made to 


tas hy won realized inthe fer will ecoms of mate he fo 
value than the unit realized in the gold coin? the varia 


But as the law has ordered them to paſs as equiva- —ͤ—ͤ— 
lents for one another, and as debtors have always the he 
option of paying in what legal coin they think fir, will 
they not all chooſe to pay in gold, and will not then 
the ſilver coin be melted down or ex rted, in order 
to. be fold as bullion, above the value it bears when it 
circulates in coin? Will not this paying in gold alſo 
really diminiſh the value of the money-unit, ſince 
upon this yariation, every thing muſt ſell for more gold 
than before, as we have already obſerved? v6 

Conſequently, merchandize which have not varied The tre 
in their relative value to any other thing but to gold mean pro- 
and ſilver, muſt he meaſured by the mean proportipn portienat 
of the metals, and the application of any other mea- valve och 
ſure to them is altering the ſtandard. . If they Oi are peas 
meaſured, by the gold, the ſtandard is debaſed; if by. -- 
ſilver, it is raiſed, as ſhall preſently be proved. PE. oe 

If to prevent the inconvenience of melting down 
the ſilver, the ſtate ſhall give up affixing the value of: | 
their unit to both ſpecies, at once, and ſhall fix it to 
one, leaving the other to ſeek its price as any other 
commodity, in that caſe no doubt the melting down 
of the coin will be prevented ; but will. ever this 
reſtore the value of the money-unit to its former ſtand- 
ard? Would it, for example, in the foregoing ſup. 
poſition, raiſe the debaſed value of the money- unit 
in the gold coin, if that ſpecies were declared to be 
the ſtandard? It would indeed render ſilver coin purely 
a merchandize, and by allowing it- to ſeek its value, 
would certainly prevent it from being melted down as 

| 1 ee. l | err zen eee 
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before; becauſe the pieces would riſe n 
in their denomination; or an agio, as it is called, 
would be taken in payments made in ſilyer; but the 
gold would not, on that account, riſe in its value, or 
begin to purchaſe any more merchandize than before, 

ta 


Were therefore the ſtandard fixed to the gold, would 


not this be an arbitrary and a violent revolution in the 


value of the money-unit, and a debaſement of the 
ſtandard? _ wg | dag | 

If, on the other hand, the ſtate ſhould fix the 
ſtandard to the ſilver, which we ſuppoſe to have riſen 


in its value, would that ever fink the advanced value 


which the ſilver coin had gained above the worth of 
the former ſtandard unit, and would not this be a 
violent and an arbitrary revqlution in the value of the 
money-unit, and a railing of the ſtandard ? 

The only expedient, therefore, as has been ſaid, is 
in ſuch a caſe to fix the numerary unit to neither of 
the metals, but to contrive a way to make it fluctu- 


ate in a mean proportion between them; which is in 


effect the introduction of a, pure ideal money of ac- 
count. This ſhall be further explained as we go 
PPP 

De haye only one obſervation to make in this place, 
to the mean to Wit, that the regulation of fixing the unit by the 
1 mean proportion, * to take place at the inſtant 
coinage, net the ſtandard unit is ed with exactneſs both to the 
ater the gold and filyer, If it be introduced long after the 
varied market proportion between the metals has deviated 
f;rltom the proportion eſtabliſhed in the coin, and if the 
new regulation is made to have a retroſpect, with 
regard to the acquitting of permanent contracts en- 
tered into, while the value of the money-unit had 
attached itſelf to the loweſt currency, in conſequence 
of the principle above laid down, then the reſtoring 
the money-unit to that ſtandard where it ought to 
have remained (to wit, to the mean proportion) is an 
injury to all debtors who have contracted ſince the 

time that the proportion of the metals began to . 
This is clear from the former reaſoning. The 
moment the market price of the metals o_ 
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from that in the coin, every one who has payments to 
make pays in that ſpecies which is the higheſt rated 
in the coin; confequently, he who lends, lends in \ 
that ſpecies. If after the contract, therefore, the | 
unit is carried up to the mean proportion, this muſt | 
be a loſs to him who had borrowed. _ | 
From this we may perceive why, in the firſt arti- It is better 
cle of the preceding chapter, it was ſaid, that there unt te n- 
was leſs inconvenience from the varying of the pro- thao to boch 
portion of the metals, where the ſtandard is fixed to 
one of them, than when it is fixed to both. In the 
firſt caſe, it is at leaſt uncertain whether the fandard 
or the merchandize-ſpecies is to riſe ; conſequently it is | [ 
uncertain whether the debtors or the creditors are to | 
gain by a variation. If the fandard ſpecies ſhould 
riſe, the creditors will gain; if the merchandrze-/pecies 
riſes, the debtors will gain ; but when the unit is at- 
tached to both ſpecies, then the creditors never can 
gain, let the metals vary as they will;: if filver riſes, 
then debtors will pay in gold; if gold riſes, debtors 
will pay in ſilver. But whether the unit be attached 
to one or to both ſpecies, the infallible conſequence of a 
| variation is, that one half of the difference is either 
gained or loſt by debtors and creditors. . The inva- 13 
riable unit is conſtantly the mean proportional be- 2 
| tween the two meaſures. | | 
I intended to have poſtponed the entering upon | 
what concerns the intereſt of debtors and creditors in 
all variations of the coin, until I came to treat parti- | 
cularly of that matter; but as it is a thing of the | 
greateſt conſequence to be attended to, in every pro- $i 
poſal for altering or regulating the coin of a nation, it. 
will, perhaps, upon that account, bear a repetition. . 
II. To render our ideas as diſtinct as poſſible, we. variation te 
mult keep them ſimple. Let us now ſuppoſe that the nich the. 


. X ; money-unit 
metals are perfectly well proportioned in the coin, but is expoſes, 
that the coin is worn by uſe. 3 


If this be the caſe, we muſt either ſuppoſe it to be dec 
all equally worn, or unequally worn. 8 
If all be equally worn, I think it needs no demon- 
tration to prove, that the money- unit which 2 
: tache 


5 reer eee 


je 
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m 
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tached to the coin, when weighty, (drawliig its value 


from the metals contained in it) muſt naturally dimi- 
fiſh in its value in proportion as the metals are rub- 
bed away: | 1 
If the coin be unequally worn, the money- unit will 
be variouſly realized, or prefented ; that is to ſay, it 
will be of diffetent values, according to the weight of 
the pieces. Sh has ag ee 
The conſequence of this is the ſame as in the diſor- 
der of the proportion of the metals: debtors will 
chooſe to pay in the liglit pieces, and the heavy will be 
melted down. In proportion, therefore, to this diſ- 
order, will the value of the unit gradually deſcend. 
This was the great diſorder in En land in 1695; 
while the ſtandard of the pound ſterling was a fed 
to the filver only, the gold being left to ſeek its own 
value. 2 
vacations III. Since the invention of the money wlieel, the in- 
to which accuracy in the fabrication is greatly prevented. 
the mn*?- Formerly, when money was coined with the hammer, 
poſed, from the mint-maſters weighed the coin delivered by the 
me in che workmen, in cumulo, by the pound troy weight with- 


racy in the 


fabrication out attending very exactly to the proportion of the 


eerery piece muſt be weighed by itſelf. 

[tis of very great conſequence that all the pieces 
and denominations of coin be in exact proportion to 
that of their current value, which is always relative 
to the money-unit of accompt. When ariy inequality 
happens there, it is ealy to perceive how all the pieces 
which are above the proportion of their juſt weight, 
will be immediately picked up, and melted down, 
and none but the light ones will remam in circula- 
tion. | 

This, from the principles already laid down, muſt 
proportionally diminiſh the value of the money-unir. 

From what has been obſerved concerning the de- 
viations in the coin from the proportion in the market 

price of the metals, and from the legal weight, we 
may lay down this undoubted principle, That the va- 
lue of the money-umt of accompt is not to be ſought for 5 


of the mo- pieces. At preſent exactneſs is more neceſſary, and 
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the flatutes and regulations of the mint, but in the aftual 
intrinſic value of that currency in which all obligations are 
acquitted, and all accompts are kept. 1 0 

IV. As I have at preſent principally in view to ay Vuilstions 
down certain principles with regard to money, whi — 
I intend afterwards to apply to the ſtate of the Bnitiſh is expoſes, 
coin; and as theſe principles are here reſtricted to j/mcica 
the effects which every variation in the coin has upon of coinage, 
the value of the unit of money in accompt, I ſhall in 
this place only obſerve, as to the impoſition of coin- 


e. 
That coin being neceſſary in every country where 
the money - unit is attached to the metals, it muſt be 
procured by thoſe who are obliged to acquit their ob- 
ligations in material money. HY | 
If, therefore, the ftate fhall oblige every one 
who carries the metals to the mint to pay the com- 
age, the coin they receive muſt be valued, not only 
at the price the metals bear in the market, when they 
are ſold as bullion, (or mere metal, of no further va- 
lue than as a phyfical ſubſtance) but alſo at the addi- 
tional value theſe metals receive in being rendered 
uſeful for purchaſing commodities, and acquitting 
obligations. This additional value is the price of 
co 


e. 

If, therefore, in a — where coinage is free, When coin- 
as in England, this coinage ſhall come to be impoſed, fd bul- 
the money-unit continuing to be affixed” as before to lioxmuſt 
the ſame quantity of the metals, ought to riſe in its dn csg. 
value; that is, ought to become equal to a greater 
quantity of every ſort of merchandize than before; 
conſequently, as the rough metals of which the coin 

is made are merchandize, like every other ming, the 

ſame number of money-units realized; or repreſented 


in the coin, ought to purchaſe more of the metals 


than before: That is to ſay, that in every country 
where coinage is impoſad bullion" muſt be cheaper thun 
c01n, F | : 

This proportion would be liable to no exception, 
were it true that no debt could be exacted but in the- 
nation's coin; becauſe in that caſe; the on 

wo 


h 


from 
rule, 


Variation, 


xception 


this , debtor muſt pay the party creditor in bis coin: the 


to which 
the 


unit is ex- 


poſed, by 


the arbitra- 


ry operati- 
ons of Prin- 
ces in raiſ- 
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would be conſtantly a to receive it at its full 


value. | 
But when nations owe to one ; another, the party 


| debtor therefore, is obliged to ſell his own coin for 
what he can get for it, and with that he muſt buy of 
the coin of his creditor's country, and with this he 
muſt pay him. 

Let us to avoid abſtract reaſoning, take an exam- 

le: and we cannot ehooſe a better than that of Eng- 
and and France. In England, coinage is free, in 
France it coſts 8 „% per cent. as ſhall be made out in 
its proper place. 

France - owes England 10001. ſterling, In paying 
the bullion contained in this ſum, either in gold or fil- 
ver, in the market of London, the debt is paid; be- 
cauſe the coining of it coſts nothing. Here France 
acquits her debt cheaper than by ſending her own 
coin as bullion ; becauſe the bullion ſhe ſends is not 
worth an equal weight of her coin. 

England - owes France 20,000 livres. In paying 
the bullion contained in this ſum, England 1s not 
quit; ſhe muſt alſo pay France 8 * per cent. in order 
to put it into coin. 

I reſerve the further examination of all the intricate 
conſequences of this principle, until I come to the ap- 
plication of it, in the Second part. 

V. The operation of raiſing and debaſing the coin 
_ is performed in three ways. 

1m, By augmenting or diminiſhing the weight of 
the coin. 

2do, By augmenting or diminiſhing the proportion 
of alloy i in the coin. 


ing and de- 3440, By augmenting, or diminiſhing the proportion 
deins the between the money (coin) and the money of accompt, 


as if every ſixpence were called a ſhilling, and every 
twenty ſixpences a pound ſterling. 

The French call this increaſing or diminiſhing the 
numerary value and as I think it is a better term 
than that of raiſing or ſinking the denomination, I 


ſhall take the liberty now and then to * it. 
Theſe 
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Theſe three operations may be reduced to one, and 
expreſſed by one term : they all imply the augment- 
ing or GG the weight of the pure metals in 
the money-unit of accompt. 

It would require a ſepatate treatiſe, to inveſtigate 
all the artifices which have been contrived, to make 
mankind loſe ſight of the principles of _— in or- 
der to palliate and make this power in the ſovereign 
of changing the value of the coin, appear reaſonable. 
But theſ 
now perceive that the only ſcheme to get money 
when occaſion requires, is to preſerve their credit, 
and to allow the coin, by which that credit 1s reck- 
oned to remain in a ſtable condition. There are ſtill, 
however, examples of ſuch operations to be met with; 
for which reaſon I ſhall ſubjoin, towards the end of 
this book, a particular inquiry into the intereſt of 
Princes with regard to the altering the value of their 
coin, which is a ſynonimous term with that of alter- 
ing the value of the unit of money. 
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CHAP. VL 


How the Variations in the intrinſic value of the unit of Mo- 
ney muſt affett all the domeſtic Intereſts of a Nation. 


I W E have briefly pointed out the effects of the How this 


variation af- 
fects the in- 
tereſts of 
debtors and 
creditors. 


imperfections of the metals in producing a 
variation in the value of the unit of accompt, we 
muſt now point out the conſequences of this varia- 
tion, 

If the changing the content of the buſhel by which 
grain is meaſured, would affect the intereſt of thoſe 
who are obliged to pay, or who are intitled to receive, 
a certain number of buſhels of grain for the rent of 


lands; in the fame manner muſt every variation in 


Vol. II. Wn: the 


e artifices ſeem to be at an end, and Princes 
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the value of the unit of accompt affect all perſons who, 
in permanent contracts, are obliged to make payments, 
or who are intitled to receive ſums of money ftipulat- 
ed in multiples or in fractions of that money- unit. 

Every variation, therefore, upon the intrinſic value 
of the money-unit, has the effect of benefiting the 


claſs of creditors, at the expence of debtors, or vice 


verſa. | 

This conſequence is deduced from an obvious prin- 
ciple. Money is more or leſs valuable in proportion 
as it can purchaſe more or leſs of every kind of mer- 
chandize. Now without entering a-new into the 
cauſes of the riſe and fall of prices, it 1s agreed upon 
all hands, I ſuppoſe, that whether an augmentation 
of the general maſs of money in circulation has the 
effect of raiſing prices in general, or not, any augmen- 
tation of the quantity of the metals appointed to be 
put into the money-unit, muſt at leaſt augment the 


value of that money-unit, and make it purchaſe more 


of any commodity than before ; that is to ay, if 113 
rains of fine gold, the preſent weight of a pound 
erling in gold, can buy 113 pounds of flour; were 

the pound ſterling raiſed to 114 grains of the ſame 

metal, it would buy 114 pounds of flour; conſe- 
quently, were the pound ſterling augmented by one 
grain of gold, every miller who paid a rent of ten 
pounds a year, would be obliged to ſell 1140 pounds 
of his flour, in order to procure 10 pounds to pay his 
rent, in place of 11 30 pounds of flour which he fold 
formerly to procure the ſame ſum ; conſequently by 
this innovation, the miller muſt loſe yearly ten pounds 
of flour, which his maſter conſequently muſt gain. 
From this example, I think it is plain, that every 
augmentation of metals put into the pound ſterling, 
either of ſilver or go'd, muſt imply an advantage to 
the whole claſs of creditors who are paid in pounds 
ſterling, and conſequently, muſt be a proportional 
loſs to all debtors who mult pay by the ſame denomi- 


nation, | 
| I ſhould 
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L ſhould not have been ſo particular in giving a 
proof of ſo plain a propoſition, had it not eſcaped the 
penetration of the great Mr. Locke. | 

In 1695 there was a propoſal made to the govern. 
ment of England, to dimiviſh the value of the pound 
ſterling by 20 per cent. by making a new comage of all 
the filver, and by making every ſhilling « lighter 
than before. The author N this project (Mr. Lowndes) 
having given his ſcheme to the public, was anſwered 
by Mr. Locke, That this debaſmg the value of the 
money-unit was effectually defrauding all the landed 
intereſt of 20 per cent. of their rents. Lowndes repli- 
ed, that ſilver was augmented 20 per cent in its value, 


13 


A miſtake 
of Mr. 


Locke. 


and that therefore the pound ſterling, though reduced 


20 per cent. in its weight of pure hlver, was ſtill as 
valuable as before. This propoſition Mr. Locke ex- 

ploded with the moſt ſolid reaſoning, and indeed no- 
thing could be more abſurd, than to affirm, that filver 
had riſen in value with reſpect to itfelf. But though 
Mr. Locke felt that all the landed intereſt, and all 
thoſe who were creditors in permanent contracts muſt 
loſe 20 per cent. by Mr. Lowndes's ſcheme, yet he did 
not perceive (which is very wonderful) that the debtors 
in theſe contracts muſt gain. This led him to advance 
a very extraordinary propoſition, which abundantly 
proves that the intereſts of debtors and creditors, 
which are now become of the utmoſt conſequence to be 


conſidered attentively by modern ſtateſmen, were 


then but little attended to, and ſtill leſs underſtood. 
We find in the 46th page of Mr. Locke's Further 
Confiderations concerning the raifing the value of Money, 
that Mr. Lowndes had affirmed in ſupport of his 
icheme, that this new money would pay as much 
debt, and buy as many commodities as the then mo- 
ney which was one fifth heavier. Then adds Mr. 
Hocke,“ What he ſays of debts is true; but yet I 
* would have it well conſidered by our Engliſh gen- 
* tiemen, that though creditors will loſe ; of their 
principal and uſe, and landlords will loſe » of their 
income, yet the debtors and tenants will not get it. It 


may be aſked, who will get it? Thoſe; I fay, and 


K 2 * thoſe 


* 
— —— —ů _ > PER —— 


— — — — 


132 Ax INQUIRY inTo Txt PRINCIPLES Book III. 
| 4 thoſe only, who have great ſums of weighty mo- 
4 ney (whereof one ſees not a piece now in payments) 
© hoarded up by them, will get it. To theſe, by the 
- « propoſed change of our money, will be an increaſe 
| « of ; added to their riches, paid out of the pockets 
« of the reſt of the nation.” 


If the authority of any man could prevail, where | 


reaſon is dark, it would be that of Mr. Locke; and 
had any other perſon than Mr. Locke advanced ſuch a 
doctrine, I ſhould have taken no notice of it. 

Here that great man, through inadvertency, at 
once gives up the argument in favour of his antagoniſt, 
after he had refuted him in the moſt ſolid manner: 
for if a man, who at that time had hoarded heavy 
money, was to gain; upon its being coined into 
pieces 4 lighter, Mr. Locke muſt agree with Mr. 
Lowndes, that a light piece was as much worth asa 
heavy one. 

Thoſe who had heavy money at that time locked up 
in their coffers, would gain no doubt, provided they 
were debtors ; becauſe having, I ſhall ſuppoſe, bor- 
rowed 40001. ſterling in heavy money, and having it 
augmented to 5000 J. by Mr. Lowndes's plan, they 
might pay their debt of 4000 J. and retain one thou- 
fand clear profit for themſelves. But ſuppoſing them to 
have no debts, which way could they poſſibly gain by 
having heavy money, ſince the 50001. after the coinage, 
would have brought no more land, nor more of any 
commodities, than 400071. would have done before 
the coinage. | 

Whenghe We may therefore ſafely conclude, that every dimi- 

vame ofthe nution of the metals contained in the money- unit, muſt 

am boa imply a loſs to all creditors; and that 1n proportion to 

when ies. that loſs, thoſe who are debtors muſt gain. 

— That on the contrary, whatever augmentation is 
made of the money-unit, ſuch augmentation muſt be 
hurtful to debtors, and proportionally advantageous 

to creditors. 75 

In the preceding chapters, I have laid down, with 
as much diſtinction as I am capable of, the moſt ge- 
neral principles which influence the doctrine of mo- 

ney, 
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yon thoſe I think every other may be ap- 

1 * - c | 
The combination, however, of theſe principles with 
one another, occaſions a ſurprizing variety of pro- 
blems, relating to money, coin, and bullion, which 
are difficult to reſolve, only by the difficulty there is 
found in applying them to the rule, 
In order therefore to render this inquiry more uſe- 
ful, I ſhall now apply the principles Lhave laid down, 
to the ſtate of the Britiſh coin, and to the reſolution of 
every queſtion which ſhall occur during the examina- 
tion of the diſorder into which it has fallen. A devia- 
tion from the ſtandard weight of the coin, and propor- 
tion of the metals (ſmall if compared with what was 
common in former ages) has introduced very great 
obſtructions in the circulation of the two ſpecies, and 
preſents very great inconveniencies when there is any 
queſtion of removing them by a new regulation of the 
mint. a 

The moſt diſtinct method of treating ſuch matters, 
is, to conſider all coin as reduced to the weight of the 
pure metals: and to avoid the perplexity of different 
denominations of weights, I ſhall examine all by the 
troy grain, | 

The intereſts I intend to combine in this matter not 
being confined to thoſe of England alone, I have en- 
tered into the moſt accurate calculation poſſible, with 
regard to the coin of thoſe nations which I ſhall have 
occaſion to mention, and to compare with that of 
England. Theſe I have reduced to a general table 
which is inſerted at the end of this volume. The reader 
may have recourſe to it upon every occaſion where 
mention is made of the converſion of money into grains 
of ſilver and gold, and thereby form to himſelf a far 
better idea of many things than I could otherwiſe have 


given him, 
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CHAP. VII. 


Of the diſorder in the Britiſh Coin, fo far as it ae, 
' the melting downor the exporting of the Specie. 


Defefts in HE defects in the Britiſh coin are three. 
4 1990. The proportion between * gold and 
coin. 
ſilver in it is found to be as 1 to 15 , whereas 
the market price may be ſuppoſed to be r. as 
1 to 14. 
2do. Great part of the current money is worn and 
light. | 
"305 From the ſecond defect proceeds the third, 
to wit, that there are ſeveral currencies, in circuls- 
tion which paſs for the ſame value, without being 
of the ſame weight. 
41. From all theſe defects reſults the laſt and 
greateſt inconvenience, to wit, that ſome innovation 
muſt be made, in order to ſet matters on a right 
footing. 
| Nall take no notice of the inaccuracies of fa- 
brication, becauſe theſe are inſeparable from the 
| imperfections of human art, and as long as they 
are not very conſiderable, no profit can be made 
in diſcovering them, and thereloie no bad conle- 
7 quence can reſult from them. 
de ftan- The Engliſh, beſides the unit of their money which 
| Engliſh es they call the pound fterling, have alſo the unit of 


Ry their weight for weighing the precious metals. 


ounces, every ounce of 20 penny weight, and every 
penny weight of 24 grains. The pound troy, there- 
fore, conſiſts of 240 penny weight, and 3760 grains. 
The fineneſs of the ſilver is reckoned by the num- 
ber of ounces and penny weights of the pure metals in 
the pound troy of the compoſed maſs; or in other 
words, the pound troy, which contains 3760 grains 
of ſtandard ſilver, contains 5328 grains of fine ſilver, 

and 432 grains of copper, called alloy. * 
us 


This is called the pound troy, and conſiſts of 12 


„ 
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Thus ſtandard filver is 11 ounces 2 penny weights 

of fine filver in the pound troy, to 18 penny weights 
copper, or 111 parts fine ſil ver to g parts alloy. 

Standard gold is 11 ounces fine to one ounce ſil- 
ver or copper employsd for alloy, which together 
make the pound troy; conſequently, the pound 
troy of ſtandard gold, contains 3280 grains fine, 
and 480 grains alloy, which alloy is reckoned of 
no value, | 

This pound of ſtandard ſilver is ordered, by ſta- A pound 
tute of the 43d of E izabeth to be coined into 62 faut 
ſhillings, 20 of which make the pound ſterling; con- tains 1918.7 
ſequently tie 20 ſhillings contain 1918:4 grains of fl dle. 

fine ſilver, and 1858.06 ſtandard ſilver. 

The pound troy of ſtandard gold, 1 fine, is or- The guines 
dered by an act of King Charles II. to be cut into "15.544 
44 + guineas ; that is to ſay, every guinea contains boe gold. 
129.43 grains of ſtandard gold, and 118.644 of fine 
gold, and the pound ſterling, which is N of the 
guinea, contains 112.994, which we may ſtate at 
113 grains of fine gold, as has been ſaid. 

The coinage in England is entirely defrayed at Coinage in 
the expence of the ſtate, The mint price for the pes 
metals is the very ſame with the price of the coin. 
Whoever carries to the mint an ounce of ſtandard 

ſilver, receives for it in filver coin 55. 2d. or 624: 
whoever carries an ounce of ſtandard gold receives 
in gold coin 3 J. 175. 10ds. the one and the other 
making exactly an ounce of the ſame fineneſs with 
the bullion. Coin, therefore, can have no value in 
the market above bullion; conſequently, no loſs can 
be incurred by thoſe who melt it down. 

When the guinea was firſt ſtruck, the government 
(not inclining to fix the pound ſterling to the gold 
coin of the nation) fixed the guinea at 20 ſhillings, 

(which was then below its proportion to the filver) 
leaving it to ſeek its own price above that value, 
according to the courſe of the market. 

By this regulation no harm was done to the Eng- 
liſh filver ſtandard ; becauſe the guinea, or 118.644 

| ⁵K 4 grains 
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grains fine gold being worth more at that time, than 
20 ſhillings, or 1918.7 grains fine filver, no debtor 
would pay with gold at its ſtandard value, and 
whatever it was received for above that price was 
purely conventional, | bg 

Tbe fan- Accordingly guineas fought. their own price until 
dard not at- the year 1728, that they were fixed a- new, not be- 


— low their value, as at firſt, but at what was then 


— 


coin, till the reckoned their exact value, according to the propor- 


year 1728. 


tion of the metals, to wit, at 21 ſhillings, and at 
this they were ordered to paſs current in all pay- 
ments. 


Conſe- This operation had the effect of making the gold 


_—_ a ſtandard as well as the filver. Debtors then paid 


tion to.de- indifferently in gold as well as in ſilver, becauſe both 

ſtandard, Were ſuppoſed to be of the ſame intrinſic as well 

ds eurrent value; in which caſe no inconvenience 
could follow upon this regulation. But, in time, 
ſilver came to be more demanded, the making of 
plate began to prevail more than formerly, and the 
exportation of ſilver to the Eaſt Indies increaſing 
yearly, made the demand for it greater; or per- 
haps brought its quantity to be proportionally leſs 
than before. This changed the proportion of the 
metals, and by flow degrees they have come from 
that of f to 15.2 (the proportion they were ſup- 
poſed to have when the guineas were fixed and 
made a lawful money at 21 fhillings) to that of 
14.5 the preſent /upp?/ed proportion, 

The conſequence of this has been, that the ſame 
guinea which was worth 1804.6 grains fine filver, 
at the time it was fixed at 21 ſhillings, is nw 
worth no more than 1719.9 grains of fine ſilver ac- 
cording to the proportion cf 144 to 1. 

That debe- Conſequently, debtors, who have always the op- 
pay in filver tion of the legal ſpecies in paying their debts, will 
but in gold. pay pounds ſterling no more in filver but in gold; 
and as the gold pounds they pay in, are not intrin- 

ſically worth the ſilver pounds they paid in former- 

ly, according to the ſtatute of Elizabeth, it fol- 

lows that the pound ſterling in ſilver is really no 

| more 


core 33 8 


2 


=o 


a 
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more the ſtandard, ſince no body will pay at that 
rate, and ſince no body can be compelled to do it, 

Beſides this want of proportion between the me- 
tals, the ſilver coined before the reign of George l. 
is now become light by circulation; and the guineas 
coined by all the Princes ſince Charles II. paſs by 
tale, though many of them are conſiderably dimi- 
niſhed in their weight. 

Let us now examine what profit the want of pro- 
portion, and the want of weight in the coin can af- 
ford to the money jobbers, in melting it down or 
exporting it. ini 

Did every body confider coin only as the meaſure 
for reckoning value, without attending to 1ts value 
as a metal, the deviations of gold and filver coin 
from perfect exactneſs either as to proportion or 
weight, would occaſion little inconvenience. | 

Great numbers indeed, in every modern fociety, That fome 
conſider coin in no other light, than that of money Baer c 
of accompt, and have great difficulty to comprehend money of 
what difference any one can find between a light“ 
ſhilling and a heavy one; or what inconvenience there 
can poſhbly reſult from a guinea's being ſome grains 
of fine gold too light to be worth 21 ſhillings ſtan- 
dard weight. And did every one think in the ſame 
way, there would be no occaſion for coin of the pre- 
cious metals at all; leather, copper, iron, or paper, 
would keep the reckoning as well as gold and ſilver. 

But although there be many who look no further e 
than at the ſtamp on the coin, there are others whoſe wel. 
ſole buſineſs it is to examine its intrinfic worth as 
a commodity, and to profit of every irregularity in 
the weight and proportion of metals. 

By the very inſtitution of coinage, it is implied, 
that every piece of the fame metal, and ſame de- 
nomination with regard to the money-unit, ſhall paſs _ 
current for the ſame value. 

It is, therefore, the employment of thoſe money 
Jobbers, as I ſhall call them, to examine, with a (cru- 
pulous exactneſs, the preciſe weight of every piece 
of coin which comes into their hands. 1 | 

| | 1 
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ien: The firſt object of their attention, is, the price of 


jobbers © the metals in the market: a jobber finds, at preſent, 
en tne 
— hom buy one pound of fine gold bullion. 


3 He therefore buys up with gold coin, all the 
of the me- NEW ſilver as faſt as it is coined, of which he can 
5 Or om 


che legal get at the rate of 15.2 pounds for one in gold; theſe 

wit. 15.2 pounds filver coin he melts down into bullion, 

J ney ches and converts that back into gold bullion, giving at 

the metals the rate of only 14.5 pounds for one, ; 

wrong ne. By this operation he remains with the value of , of 

poriioned. One pound weight of filver bullion clear profit upon 
the 15% pounds he bought; which, is really loſt by 
the man who inadvertently coined filver at the mint, 
and gave it to the money jobber for his gold, Thus 
the ſtate loſes the expence of the coinage, and the 


public the convenience of change for their guineas. 


And when But here it may be aſked, Why ſhould the money 


. jobber melt down the ſilver coin, can he not buy 
weight. gold with it as well without melting it down? I an- 
ſwer, he cannot; becauſe when it is in coin, he can- 
not avail himſelf of its being new and weighty. Coin 
goes by tale, not by weight; therefore, were he to 
come to market with his new ſilver coin, gold bullion 
being ſold at the mint price I ſhall ſuppoſe, viz. at 
2l. 115. 10,4. ſterling money per ounce, he would 
be obliged to pay the price of what he bought with 

heavy money, which he can equally do with light. 
He therefore melts down the new filver coin, and 
ſells it for bullion, at ſo many pence an ounce, the 
price of which bullion is, in the Engliſh market, al- 
ways above the price of filver at the mint, for the 

reaſons now to be given. 1 

Why filver When you ſell ſtandard ſilver bullion at the mint, 
purge ow are paid in weighty money ; that is, you receive 
coin, or your bullion the very ſame weight in ſtandard 
coin; the coinage coſts nothing; but when you fell 
bullion in the market, you are paid in worn out fil- 
ver, in gold, in bank notes, in ſhort, in every ſpecies 
of lawful current money. Now all theſe 1 
ave 


that with 14.5 pounds of fine ſilver bullion, he can 
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have ſome defect: the ſilver you are paid with is worn 
and light; the gold you are paid with is over-rated, 
and perhaps alſo light; and the bank notes muſt have 
the ſame value with the ſpecie with which the bank 
pays them; that is, with light filver or over-rated 
old. 

8 It is for theſe reaſons, that ſilver bullion, which is 
bought by the mint at 35. 24. per ounce of heavy ſil- 
ver money, may be bought at market at 65 penceꝰ 
the ounce in light ſilver, over-rated gold, or bank 
notes, which is the ſame thing, 

Further, we have ſeen how the impoſition of coi- 
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Becau ſe that 


pecies has 


nage has the effect of raiſing coin above the value of riſe in the 


bullion, by adding a value to it which it had not as 
a metal, 


termined quantities of both metals, if one of the me- 
tals ſhould afterwards riſe in value in the market, the 
coin made of that meta! muſt loſe a part of its value 
as coin, although it retajns it as a metal. Conſe- 
quently, as in the firſt caſe, it acquired an additional 
value by being coined, it muſt now acquire an addi- 
tional value by being melted down, From this we 
may conclude, that when the ſtandard is affixed to 
both the metals inthe coin, and when the proportion of 
that value is not made to follow the price of the mar- 
ket, that ſpecies which riſes in the market is melted 
down, and the bullion is fold for a price as much ex- 
N the mint price, as the metal has riſen in its 
value. 

If, therefore, in England the price of ſilver bullion 
is found to be at 65 pence the ounce, while at the 
mint it is rated at 62 ; this proves that ſilver has riſen 
above the proportion obſerved in the coin, and 
that all coin of ſtandard weight may conſequently be 
melted down with a profit of /-. But as there are 


* The price of filver is conſtantly varying in the London mar- 
ket ; I therefore take 65 pence per ounce as a mean price, the lels 
to perplex calculations, which here are all bypothetical, 


ſeveral 


ma: ket price 
as bullion, 
and not as 


Juſt ſo when the unit is once affixed to certain de- 
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| ſeveral other circumſtances to be attended to, which 


regulate and influence the price of bullion, we ſhall 

here paſs them in review, the better to diſcover the 
4 nature of this diſorder in the Engliſh coin, and the 

advantages which money jobbers may draw from it. 


What regy- The price of bullion, like that of every other mer- 
lates te chandize, is regulated by the value of the money it 


l. is paid with. 
I bullion, therefore, ſells in England for 65 pence 
an ounce, paid in filver coin, it muſt ſell for 65 ſhil- 
lings the pound troy , that is to ſay, the ſhillings it is 
commonly paid with, do not exceed the weight of 
, of a pound troy: for if the 65 ſhillings with which 
the pound of bullion is paid weighed more than a 
und troy, it would be a ſhorter and better way for 
Fun who wants bullion, to melt down the ſhillings 
and make uſe of the metal, than to go to market with 
them in order to get leſs. 

We may, therefore, be very certain, that no man 
will buy ſilver bullion at 65 pence an ounce, with any 
ſhilling which weighs above —; of a pound troy. 

We have gone upon the ſuppoſition that the ordi. 
nary price of bullion in the Engliſh market is 65 pence 
per ounce. This has been done upon the authority 
of ſome late writers on this ſubject“: it is now pro- 
per to point out the cauſes which may make it deviate 
from that value. | 

The intra- I. It may vary and certainly will vary in the price 
fie value of according as the currency is better or worſe, When 
the curren- the expences of a war, or a wrong balance of trade, 
5 have carried off a great many heavy guineas, it is na- 
tural that bullion ſhould riſe; becauſe then it will be 

aid for more commonly in light gold and ſilver; that 

is to ſay, with pbunds ſterling, below the value of 

113 grains fine gold, the worth of the pound ſterling 


in new guineas. 


* This was writ in Germany, anno 1759, when I was not well 
informed of certain facts, and it is not worth while to make any 
alterations, as it is only a ſuppoſition, 


II. This 


— 
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II. This wrong balance of trade, or a demand —— 
bullion abroad, becoming very great, may occaſion ing — 
a ſcarcity of the metals in the market, as well as a 
ſcarcity of the coin; conſequently, an advanced price 
muſt be given for it in proportion to the greatneſs and 
height of the demand. In this caſe, both the ſpecie 
and the bullion muſt be bought with paper. But I 
muſt obſerve, that the riſe in the price of bullion 
proceeds from the demand for the metals, and 
the competition between merchants to procure 
them, and not becauſe the paper given as the 
price is at all of inferior value to the ſpecie. The 
leaſt diſcredit of this kind would not tend to diminiſh 
the value of the paper; it would annihilate it at once. 
Therefore, ſince the metals muſt be had, and that 
the paper cannot ſupply the want of them when they 
are to be exported, the price riſes in proportion to the 
difficulties in finding metals elſewhere than in the Eng- 
liſh marker. 

III. A ſudden call fer bullion, for the making of — 1. 
plate. A goldſmith can well afford to give 67 pence * 
for an ounce of ſilver, that is to ſay, he can afford 
to give one pound of gold for 14 pounds of ſilver, and 
perhaps for leſs, notwithſtanding that what he gives 
be more than the ordinary proportion between the 
metals, becauſe he indemnifies himſelf amply by the 
price of his workmanſhip : juſt as a tavern-kee 
will pay any price for a fine fiſh, becauſe, like the 
goldſmith, he buys for other people. | 

IV. The mint price has as great an effect in bring- Eachange 


ing down the price of bullion, as exchange has in hs 
raiſing it. In countries where the metals in the coin e bf 
are juſtly proportioned, where all the currencies are lioa. 
of legal weight, and where coinage is impoſed, the 
operations of trade make the price of bullion con- 
ſtantly to fluctuate between the value of the coin and 
the mint price of the metals. This ſhall afterwards 
be ſufficiently explained, in the ſecond part. 

Now let us ſuppoſe that the current price of ſilver Continus- 


tion of the 


bullion in the market is 65 pence the ounce, paid in operations 
of money- 


lawful money, no matter of what weight, or of what J ber. 


— —— Ä — —_——__ - — 


142 Ax INQUIRY into Ar PRINCIPLES Book III. 
Their rule metal. Upon this the money-jobber falls to work. 


2 All ſhillings which are above g of a pound troy, 

he throws into his melting pot, and ſells them as 

| bullion, for 65 d. per ounce; all thoſe which are be- 

low that weight he carries to market, and buys bul+ 

lion with them, at 65 pence per ounce. | 
What is the conſequence of this ? 


— 


That thoſe who {ell the bullion, finding the ſhil- 


lings which the money-jobber pays with perhaps not 
above „ of a pound troy, they on their fide raiſe 
the price of their bullion to 66 pence the ounce. 

his makes new work for the money-jobber; for 
he muſt always gain. He now weighs all ſhillings as 
they come to hand, and as formerly he threw into 
his melting-pot thoſe only which were worth more 


than of a pound troy, he now throws in all that 


are in value above 23. He then ſells the melted ſhil- 
lings at 66 pence the ounce, and buys bullion with 
the light ones at the ſame price. 

This is the conſequence of ever permitting any 
ſpecies of coin to paſs by the authority of the ſtamp, 
without controlling it at the ſame time by the weight : 
and this is the manner in which money-jobbers gain 
by the currency of light money. 

Thepence It is no argument againſt this expoſition of the 
in guineas matter to ſay, that filver bullion is ſeJdom bought 
_— with filver coin; becauſe the pence in new guineas 
ſhillings of are worth no more than the pence of ſhillings of 65 
+ rene in the pound _ that is to ſay, that 240 pence con- 
rained in => of a new guinea, and 240 pence con- 
tained in 20 ſhillings of 65 to the pound troy, differ 
no more in the intrinſic value than 0.88 of a grain of 
fine ſilver upon the whole, which is a mere trifle“. 
When gui. Whenever, therefore, ſhillings come below the 
neas may be . . | . | 
melteddown weight of gr of a pound troy, then there is an ad- 
with profit. vantage in changing them for new guineas: and 
when that is the caſe, the new guineas will be mel- 
ted down, and profit will be found in ſelling them 


See table, Engliſh coins, Ne. 6, & 7. 


for 
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for bulhon, upon the principles we have juſt been 
explaining. | 

It would be very tedious to enumerate all the fraudu- 
lent operations which are occaſoned by this defect of 
proportion between the metals in the coin, and by the 
unequal weight of coins carrying the ſame denomi- 
nation. 
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We have already given a gy of the domeftic Silver is ex- 


operations of the money-jo 


may be ſuppoſed to be Enghſhmen ; and m that cafe 
the profit they make remains at home ; but whenever 
there is a call for bullion to pay the balance of trade, 
itis evident that this will be paid in filver coin, never 
in gold, if heavy filver can be got; and this again 
carries away the ſilver coin, and renders it at home fo 


rare, that great inconveniencies are found for want 


of the leſſer denominations of it. The loſs, however, 
here is confined to an inconvenience ; becaufe the ba- 
lance of trade being a debt which muſt be paid, I 
don't conſider the exportation of the filver for that 
purpoſe as any conſequence of the diſorder of the coin. 
But beſides this exportation which 1s neceflary, there 
are others which are arbitrary, and whichare made 
only with a view to profit of the wrong proportion. 
Whenthe money-jobbers find difficulty in carrying 
on the traffic we have deſcribed, in the Engliſh mar- 


rs; but theſe are not { 
the moſt prejudicial to national concerns. The jobbers 8d. 


rted pre- 
bly to 


ket, becauſe of the competition among themſelves, __ 


they carry the ſilver coin out of the country, and ſell 


it abroad for gold, upon the ſame principles that the 


Eaſt India company ſend ſilver to China, in order to 
purchaſe gold. 


It may be demanded, what hurt this trade Can This burt- 


do to England, ſince thoſe who export filver bring {3 b. . 
back the ſame value in gold? I anſwer, that were reigners, 


this trade carried on by natives, there would be no 
loſs, becauſe they would bring home gold for the 
whole intrinſic value of the fiiver. But if we fſup- 
pole foreigners ſending over gold to be coined at the 


Engliſh mint, and changing that gold into Engliſh ſil- 
ver 


. 
* 
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Two legal 
2 ſter- 
ing in Eng- 


land. 
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yer coin, and then carrying off this coin, I think it 
is plain that they muſt gain the difference, as well 
as' the money jobbers. But it may be anſwered, that 
having given gold for ſilver at the rate of the mint, 
they have given value for what they have received. 
Very right; but ſo did Sir Hans Sloane, when he paid 
five guineas for an overgrown toad : he got value for 
his money; but it was value only to himſelf. Ju 
ſo, whenever the Engliſh government ſhall be oblig- 
ed to reſtore the proportion of the metals, (as they 
muſt do) this operation will annihilate that imagina- 
ry value which they have hitherto ſet upon gold; 
which imagination is the only thing which renders the 
exchange of their ſilver againſt the foreign gold equal. 
But it is further objected, that foreigners cannot 
carry off the heavy ſilver; becauſe there is none to 
carry off, Very true; but then I ſay they have car- 
ried off a great quantity already: or if the Engliſh 
ou have been too ſharp to allow ſuch a profit to 
all to ſtrangers, (which may or may not have been 
the caſe) then I fay that this diſorder is an effectual 
ſtop to any more coinage of ſilver for circulation. 


O the diſorder in the Britiſh coin, ſo far as it affeds 


the value of the pound ſterling currency. 


RO M what has been ſaid, it is evident, that 
there muſt be found in England two legal 
pounds ſterling, of different values; the one worth 
113 grains of fine gold, the other worth 1718. 
grains of fine ſilver. I call them different; becauſe 
theſe two portions of the precious metals are of 
different values all over Europe. 
But 


But beſides theſe two different pounds ſterling, 
which the change in the proportion of the metals 
have created, the other defects of the circulating 
coin produce ſimilar effects. The guineas coined by 
all the Princes ſince K. Charles II. have been of the 
ſame ſtandard weight and fineneſs, 44+ in a pound 
troy of ſtandard gold ++ fine: theſe have been con- 
ſtantly wearing ever ſince they have been coined ; and 
in proportion to their wearing they are of leſs value. 

f, therefore, the new guineas are below the 
value of a pound ſterling in ſilver, ſtandard weight, 
the 3 be of leſs value ſtill. Here then is an- 


other currency, that is, another pound ſterling; or in- 


deed more properly ſpeaking, there are as many diffe- 
rent pounds ſterling as there are guineas of different 
weights. This is not all; the money-jobbers having 
carried off all the weighty ſilver, that which is worn 
with uſe, and reduced even below the ſtandard of 
gold forms one currency more, and totally deſtroys all 
determinate proportion between the money-unit and 
the currencies which are ſuppoſed to repreſent it. 


And 
others, in 
conſequence 
of the wear- 
ing of the 


It may be aſked, how, at this rate, any ſilver at y ay 


all has remained in England? I anſwer, that the few 


filver coin 
remains ia 


weighty ſhillings which ſtill remain in circulation, England. 
have marvellouſly eſcaped the hands of the money- 


jobbers; and as for the reſt, the rubbing and wearing 


of theſe pieces has done what the ſtate might have 


LIVES 
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done; that is to ſay, it has reduced them to their 
due proportion with the lighteſt gold- 0 
The diſorder, therefore, of the Engliſh coin has 
rendered the ſtandard of a pound ſterling quite un- 
certain. To ſay that it is 1718.7 grains of fine ſil- 
ver, is quite ideal. Who are aid in ſuch pounds? 


= 
. - 
- > 


To ſay that it is 113 grains of pure gold, may al- 


ſo not be true; becauſe there are many currencies 
worſe than the new guineas. 


þ. 
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What then is the conſequence of all this diſorder ? vue of s 


What effect has it upon the current value of a pound pound fer- 


ſterling? And which way can the value of that be 


determined ? 


tion 


The o aner trade bring value to an equa- Determined 
Ver. Il. 2 EO mY : 
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by the ope- tion, notwithſtanding the greateſt irregularities poſſi- 
* ble, and ſo in fat © pound ſterling has acquired a 


determinate value over all the world the means 


ol foreign exchange. This is a kind of ideal ſcale 
for meaſuring the Britiſh coin, although it has not 
all the properties of that defcribed above. 

To the Exchange conſiders the pound ſterling as a value 
Gal dhe deterrnin according to the combination of the 
currencias. values of all the different currencies, in proportion 
as 8 are made in the one or the other; and 
as debtors generally take care to pay in the worſt 
cies they can, it conſequently follows, that the 
value of the pound ſterling ſhonld fall to that of 

the loweſt currency. | 

Were there a ſufficient quantity of worn gold and 
filver to acquit all bills of exchange, the pound ſter- 
ling would come down to the value of them; but 
if the new gold be alſo neceſſary for that purpoſe, 
the value of it muſt be proportionally greater. 

All theſe combmations are liquidated and compen- 
ſated with one another, by the operations of trade 
and exchange: and the pound ſterling, which is ſo 
different in nſelf, becomes thereby, in the eyes of 
eommerce, a determinate unit, ſubje& however to 

variations, from which it never can be exempted. 

Here is then the proof of what was ſaid in the 
end of the firſt chapter, that the wearing of one 

| ſhilling had the effect of contributing towards the 
diminution of the value of the pound ſterling e 
where; a propoſition which, at firſt fight, has the 
air of a paradox, though, when it is underſtood, 
__ is more conſiſtent with the ruling princi- 
ples of commerce. 
Exchange « Exchange, therefore, in my humble opinion, is 
re for the One Of the beſt meafures for valuing a pound ſter- 
2 ling, preſent currency. Here occurs a queſtion. 
the great quantity of paper money in Fng- 
land tend to diminiſh the value of the pound ſterl- 


ing? 
| The uſe of "2 anſwer (according to my weak conceptions) in 


bartl the negative. Paper money is head. 
ver 
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filver money, and no better. The variation of the fee 
ſtandard, we have already ſaid, and I think proved, 
muſt influence the intereſts of — 2 22 
rtionally every where. From this it follows, 
tar” of a . tation of the value of the money- 
unit in the ſpecie muſt hurt the debtors in the pa- 
per money; and all diminutions on the other hand 
muſt hurt the creditors in the paper money, as well 
as every where elſe. The payments, therefore, made 
in paper money, never can eontribute to the regu- 
lation of the ſtandard of the pound ſterling ; it is 
the ſpecie received in quidation of that paper mo- 
ney which alone can contribute to mark the value 
of the Britiſh unit; becauſe it 1s affixed to nothing 
elſe. 

From this we may draw a principle, That in coun- Tho pound 
tries where the money unit is entirely affixed to the chin, cgulatel by 
the actual value of it is not according to the legal flan- fatute, but 
dard of that coin, but according to the mean proportion 3 
of the actual worth of thoſe currencies in which debts estate. 
are paid, | | : 

From this we fee the reaſon why the exchange Why ex- 
between England and all the trading towns in Eu- „ns 9” 
rope has long appeared ſo unfavourable, People commonly 
calculate the real par, upon the ſuppoſition that a ia. * 
_ ſterling is worth 1718.7 grains troy of fine 

lver, when in fact the curreney is not perhaps 
worth 1638, the value of a new guinea in ſilver, 
at the market proportion of 1. to 14.5; that is to 
lay, the currency is but 95.3. per cent. of the ſilver 
ſtandard of the 43d of Elizabeth. No wonder then 
if the exchange be thought unfavourable. | 

From the principle we have juſt laid down, we How the 
may gather a confirmation of what we advanced 2x price 
concerning the cauſe of the advanced price of bul- marks the 
lion in the Engliſh market. — 

When people buy bullion with current money at is. 
a determinate price, that operation, in conjunction 
with the courſe of exchange, ought naturally to mark 
the actual value of the pound fterling with great ex- 
actneſs. ; 

L 2 if 


eo OL... add ted 
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Shillings « If therefore the price of ſtandard bullion in the 


dec no Engliſn market, when no demand is found for the 

more than exportation of the metals, that is to ſay, when pa- 

mn per is found for paper upon exchange, and when 
merchants, verſed in theſe matters, judge exchange 
(that is remittances) to be at par, if then, I ſay, 
filver bullion cannot be bought at a lower price 
than 65 pence the -ounce, it 1s evident that this 
bullion might be bought with 65 pence in ſhillings, 
of which 65 might be coined out of the pound troy 
Engliſh ſtandard filver ; ſince 65 pence per ounce 
implies 65 ſhillings for the 12 ounces or pound troy. 
This plainly ſhews how ſtandard filver bullion 
ſhould ſell for 65 pence the ounce, in a country 
where the ounce of ſtandard filver in the coin is 
worth no more than 62; and were the market price 
of bullion to ſtand uniformly at 65 per ounce, that 
would ſhew the value of the — ſterling to be 
tolerably fixed. All the heavy ſilver coin is now car- 
ried off * , becauſe it was intrinſically worth more 
than the gold it paſſed for in currency. The ſilver 
therefore which remains is worn down to the mar- 
ket proportion of the metals, as has been ſaid, that 
is to ſay, 20 ſhillings in ſilver currency are worth 
113 grains of fine gold, at the proportion of 1 to 
14.5 between gold and ſilver. Now, 

as 1 is to 14.5, ſo is 113 to 1638. 

ſo the 20 ſhillings current weigh but 1638 grains fine 


ſilver, inſtead of 1718.7, which they ought to do 


according to the ſtandard. 
Now let us ſpeak of ſtandard filver, fince we are 
examining how far the Engliſh coin muſt be worn 

by uſe. | 

— The pound troy contains 3760 grains. This, 
troy grains according to the ſtandard, is coined into 62 ſhillings ; 
nghe ol+heir conſequently, every ſhilling ought to weigh 92.9 
> weight. grains. Of ſuch ſhillings it is impoſſible that ever 


' ſtandard bullion ſhould ſell at above 62 pence per 


* 855 ounce. If therefore ſuch bullion ſells for 65 pence, 
the ſhillings with which it is bought muſt weigh no 


* This was writ during laſt war, 


more 
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moce than 88.64 grains ſtandard filver ; that is, 
they-matt loſe 4:29 grains, and are reduced to & of 
a pound troy. | 

Bur it is not neceſſary that bullion be bought with 
ſhillings; no ſtipulation of price is ever made further 
than at ſo many pence ſterling per ounce. Does not 
this virtually determine the value of ſuch currency 
with regard to all the currenties in Europe? Did a 
Spaniard, a Frenchman, or a Dutchman, know the ex- 
act quantity of filver bull:on which can be bought in 
the London market for a pound ſterling, would he in- 
form himſelf any further as to the intrinſic value of 
that mo 1ey-unit z would he not underſtand the value 


of it far better from that circumſtance than by the 


courſe of any exchange, ſince exchange does not 
mark the intrinſic value of money, but only the va- 
lue of that money tranſported from one place to 
a..other. | 

The price of bullion, therefore, when it is not 
influenced by extraordinary demand (ſuch as for the 
payment of a balance of trade, or for making an 
extraordinary proviſion of plate) but when it ſtands 
at what every body knows to be meant by the com- 
mon market price, is a very tolerable meaſure of the 
value of the aclual money-ſtandard in any country. 


149 


If it be therefore true, that a pound ſterling & pound 


cannot purchaſe above 1638 grains of fine filver 


ſterling 
worth at 


bullion, it will require not a little logic to prove preſent 90 


that it is really, or has been for theſe many years, 


more than 
1638 graine 


worth any more; notwithſtanding that the ſtandard roy dne file 


weight of it in England is regulated by the laws of 
the kingdom at. 1918.7 grains of fine filver. 
If to this valuation of the pound ſterling drawn from 


ver ac ord- 
ing to the 
price of 
bn Ion g 
and to the 


the price of bullion, we add the other drawn from cue of 


the courſe of exchange; and if by this we find, © 


that when paper is found for paper upon exchange, 
a pound ſterling cannot purchaſe above 1638 graing 
of fine ſilver in any country in Europe, upon theſe 
two authorities, I think, we may very ſafely con- 
clude (as to the matter of fact at leaſt) that 
the pound _—_ is not worth more, either 

.bL3 in 
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in London or in any other trading city, and if 
this be the caſe, it is juſt worth 20 ſhillmgs of 
65 to the pound troy. £60 1 8 

gg: If therefore the mint were to coin ſhillings at 

coined at 6; that rate, and pay for filver bulhon at the market 
in the pound price, that is, at the rate of 65 pence per ounce in 


troy, would 


be in pro- thoſe new coined ſhillings, they would be in propor- 

E tion to the gold: filver would be carried to the 
mint equally with gold, and would be as little 
ſubject to be exported or melted down, 

It may be inquired in this place, how far the 
coining the pound troy into 65 ſhillings 18 contra- 
ry to the laws of England? 

which news The moment a ſtate pronounces a certain quanti- 
that the ty of gold to be worth a certain quantity of filver 
ſtandard has ty Or g 7 Yi ? 
been de- and orders theſe reſpective quantities of each metal 
baſed, to be received as equivalents of each other, and as 
lawful money in payments, that moment gold is 

made a ſtandard as much as filver. If therefore too 

ſmall a quantity. of gold be ordered or permitted 

to be conſidered as an equivalent for the unit, the 

filver ſtandard is from that moment debaſed ; or in- 

deed more properly ſpeaking, all filver money is 

from that moment proſcribed, for who, from that 

time, will ever pay in ſilver, when he can pay chea- 

per in gold? Gold, therefore, by ſuch a law is made 

the ſtandard, and all declarations to the contrary 

are againſt the matter of fact. 

and that the Were the King, therefore, to coin filver at 65 
preſerving ſhillings in the pound, it is demonſtration bat by 
1% waere it ſuch an aft he would commit no adulteration up- 
new debaſe- On the ſtandard: the adulteration is already com- 
went. mitted. The ſtandard has deſcended to where it 
is, by flow degrees, and by the operation of poli- 

tical cauſes only, and nothing prevents it from fal- 
ling lower, but the ſtandard of the gold coin. Let 

uineas be now left to ſeek their value as they 

id formerly, and let light filver continue to go 

by tale, we ſhall ſee the guineas up at 30 ſhillings 
in 20 years time, as was the caſe in 1695, 1 


It is as abſurd to ſay that the ſtandard of Queen 
Elizabeth has not been debaſed by enacting, that the 
Engliſh unit ſhall be acquitted with 113 grains of fine 

Id, as it would be to affirm that it would not be 

baſed from what it is at preſent, by enacting, That 
2 pound of butter ſhould every where be received 
in payment for a pound ſterling; although the pound 
ſterling ſhould continue to copſiſt of 3 ounces, 17 
penny weights, and 10 | grains of ſtandard filver, ac- 
carding to the ſtatute of the 43 Elizabeth. I believe 
in; that caſe moſt debtors would pay in butter, and 
ſilver would, as at preſent, acquire a conventional 
value as a metal, but would be looked upon no longer 
as a ſtandard, or as money. 20 

If therefore, by the law of England, a pound 
ſterling muſt conſiſt of 1718.7 grains troy of fine ſil- 
ver, by the law of England allo, 113 grains of go 
muſt be of the ſame value, but no law can eſtabliſh 
that proportion; conſequently, in which ever way a 
reformation. be deanght about, ſome law rauſt - be 
reverſed ; conſequently, expediency, and not com- 
pliance with law, muſt be the motive in reforming 
the abuſe, 

From what has been ſaid, it is not at all ſurpriſing 
that the pound 2 ſhould in fact be reduced 
nearly to the value of the gold. Whether it ought 
to be kept at that value 1s another queſtion; and 
ſhall be examined in its proper place. All that we 
here decide, is, that coining the pound troy into 65 
ſhillings would reſtore the proportion of the metals, 


the ſtandard 
has been de- 


baſed by 
law, 


and is at 
preſent re- 


duced to the 
value of the 


gold. 


and render both ſpecies common in circulation, But 


reſtoring the weight and proportion of the coin is nat 
the difficulty, as I conjecture, which prevents à re- 
formation of the Engliſh coinage. | | 
I have dwelt longer, perhaps, than what was ne- 
ceſſary upon this eſtimation of the preſent value of 
the pound ſterling, and jn ſetting the matter in dif- 
ferent lights, have been forced into repetitious, The 
importance of that point in the preſent inquiry muſt 


plead my excuſe. 
14 CHAP. 
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* of 
this "ay 
not to 
tate, — to 


inquire 


how the diſ- 
order in the- 
coin may be 
remedied 
without in- 
convenien- 
cies, 
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CHAP. IX, 8 
| Hiſtorical account of the Variations of the Britiſh Coin. © 


HE whole purport of this part of my-inquiry, 
is, to examine and inveſtigate the principles 
relating to money; to range them in order, and to 
render them eaſily applicable to any combination of 
circumſtances which may occur. If I have applied 


my reaſoning to the ſtate of the Biitiſh coin, it has 


been with no intention to erect myſelf as a judge of 
the intereſts of that nation, or with a deſign to point 
out to them what meaſure is the moſt expedient to be 


followed. I am a ſtranger to the true ſtate of the 


queſtion, and I reaſon only upon ſuppoſitions, not from 
exact information; upon this footing I intend to 
proceed. 

I ſhall take a view of every ſcheme which I think 
may be propoſed as a remedy againſt the diſorder, 
and examine all the conſequences which can reſult 


from each, according to the influence of the different 


principles under which they fall, Circumflances hid 
from me will nevertheleſs work their full effect, and 
may render the beſt deduced principles quite deluſive, 
when, without attending to them, we pretend to draw 
concluſions 

We have examined the nature of the diſorder of 
the coin of Great Britain, and ſuch it certainly is, as 
demands ſome reformation. A nation fo juſtly re- 
nowned for knowledge, fo thoroughly ver in the 
arts of commerce, and ſo expert in every matter. of 
calculation, cannot be ſuppoſed to be at any loſs for 
a method to remove the cauſe of the diſorder. The 
queſtion is not, therefore, how to fix the ſtandard, 
how to reſtore the proportion between the metals in 
the coin, nor how to render all the current money of 
its juſt weight. But the queſtion is, how to execute 
this without incurring greater INconveniencies than 
poſe 4 at preſent felt, | if 


* 1 
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If the ſmalleſt change ſhould be made upon the pre. 
ſent value of the pound ſterling, the operation 1s 
arbitrary; and thoſe who either adviſe it or execute 
it, would be anſwerable for every conſequence. If 
the conſequences ſhould prove ſalutary to the nation, 
the projector will meet with applauſe; but if they 
ſhould be attended with injuſtice, he will merit blame; 
if with perplexity and confuſion, he may very poſlibly 
never ſee himſelf approved of. | | 

The preſent diſorder has proceeded from neglect on 
the part of government; a negle& however which 
adrmts of an apology, for reaſons afterwards to be 
aſſigned. When an abuſe creeps in by degrees, no 
particular perſon can be charged with it: when it is 
to be corrected, ſome perſon or other muſt undertake 
the work; and few are found who incline to be vo- 
lunteers in the ſervice of the public, upon an occaſion 
where the intereſt of the nation is not clear and evi- 
dent. 2 tha | . 

The beſt way therefore to accompliſh ſuch a work, by making 
is, to put it into the hands of the nation itſelf, When ce 
the people are fully inſtructed in the matter, when the the remedy. 
ſtate of the queſtion is laid before them in a clear 
light, and ſtripped of all money-jargon, they will fee 
the natural conſequences of every innovation ; and 
when they have well confidered of them, they may 
reſolve whether they will keep the pound ſterling they 
have, or whether they will take another. | 

The queſtion to be determined, is, what the weight If the pre- 
of the pound ſterling now is, and what it ought 6 
If it be made different from what it is at preſent, that parted from, 
operation muſt be conducted with juſtice and impar- cd — 
tiality, If a new ſtandard is to be pitched upon, the <4 upon is 
choice is quite arbitrary, as has been ſaid ; and were 
any weight to be preferred to another, the beſt of 
any, no doubt, would be the pound troy of ſtandard 
ſilver. This was the pound ſterling for many ages, 
and the moſt that can be ſaid for Queen Elizabeth's 
act, is, that it is the laſt deliberate adulteration by 
law of the Engliſh coin. | 
The next queſtion is, how to conduct that opera- 

tion 
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: tion ſo as to do juſtice to every man in the nation in 
contracts already entred into; how to do juſtice to 
the creditors of 
Great Britain with reſpe& to her creditors ; how to 
do all this, I ſay, and at the fame time to make an 
5 innovation upon the preſent ſtate of the coin. 
People im- Debaſing the ſtandard is odious in the opinion of 
Koc fan. every mortal ; and it ſeems alſo to be the opinion of 
dard is the many, that every regulation which ſhall not carry 
thas of the value of a pound ſterling, to the value of the 
| Queen El-filver appointed to enter into it by the ſtatute of Queen 


Elizabeth, is a debaſing of it from what it is at pre- 


ſent, 

In order to caſt more light upon the hiſtorical part 
of the Engliſh coinage, I ſhall here lay together ſome 
ſhort obſervations upon the ſtate of that queſtion from 
the reformation to the preſent time, 

Debaſe- Henry VIII. and Edward VI. Curing the violent 
ments of the convulſions of the reformation, ſo ſophiſticated the 
during the finenels of the coin, and ſo curtailed the weight of it, 
reſormati- that all proportion of value was loſt. | 
| Raiſed by This run the whole nation into inextricable con- 
Edward VI. fuſion, and forced the miniſters of the young King 
Edward, in 1552, to reſtore the purity of the metals, 
and to raiſe the weight of the coin in the pound 
ſterling, from 220 grains troy of fine ſilver, to which 


it was then debaſed, to 1 1 Mary reduced it to 


1880 grains; at which it ſtood during her reign, 

From this Elizabeth raiſed it in the ſecond year of her 

reign to 1888 grains; and in the 43d ſhe paſſed the 

Debaſed by famous ſtatute by which it was debaſed to 1718.9, 
Elizabeth. the preſent legal ſilver ſtandard, During the reiga 
of James I. trade began to take root in England; and 

this pointed out the neceſſity of preſerving the ftan- 

dard of their money invariable. The confuſions oc- 
caſioned by the former adulterations left a ſtrong 

Supported impreſſion on the minds of the Engliſh nation in the 
2 luer ſucceeding reigns, a ſtatute which had been pre- 
ſerved without alteration for many years acquired in 

time great authority, and the ſtandard continued 
couſtantly attached to the ſilver. Gold was AL 

ally 


Great Britain; how to do juſtice to 


| 
| 
| 
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ally coined ; but circulated only under a conventional 
value, and was not made a legal money. The inte- 
reſts of trade at laſt required a more extenſive circu- 
lation, and King Charles Il. when he firſt coined gui- 
neas, determined a value for their currency, in order 
to compaſs that end: but very well obſerving that 
without fixing the gold at a price below its true pro- 
portion to the ſilver, there was no poſſibility of pre- 
venting it fiom becoming alſo a ſtandard for the pound 
ſterling, and thereby 1ntroducing a confuſion, the 
guinea was valued no higher than 20 ſhillings, and 
allowed to find its own value above that price. 
The guinea accordingly fluctuated in its value; 
ſometimes at 22 ſhillings, which marks the proportion 
of the metals at x to 15.84, ſometimes at 215. 6d, 
which marks the proportion at 1 to 15.6, at laſt at 
21 ſhillings, which marks the proportion as 1 to 15.2, 
and now it is worth no more than its original ſtatute 
value, to wit, 29 (hillings, which marks the propor- 
tion as 1 tO 14.5, Theteconyerfions are formed upon 
the ſuppoſition, that in all the variations the ſhillings 
are of the ſtatute weight, and that the guinea circu- 
lated according to the market proportion of the me- 
tals; two circumſtances which are by no means to be 
depended on. | 

About the time of the revolution, filver money had 
begun to be cojned with the wheel, or fly-preſs, 
(which prevented the frauds to which coin was for- 
merly expoſed from clipping and waſhing) and then 
the cuſtom of weighing the current money went into 
diſuſe, But as at that time there were ſtill great 
quantities of the hammered money remaining, the 
clippers profited of the inattention of the public, and 
fell to work with the hammered money. The con- 
ſequence of this was, that thoſe who were obliged to 
pay, paid in clipped money; the value of the pound 
ſterling fell to the rate of the then currency; all 
weighty coin was locked up or melted down; the 
guineas roſe to 3o ſhillings, and 100 J. ſterling, which 
in ſilver ought to weigh above 32 pounds troy, did not 
commonly exceed one half. | er 
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The kingdom at this time was involved in a war, 

and was annually obliged to borrow large ſums, paid 

in thoſe pounds ſterling currency, which were worth 

no more than 5 of a guinea, or 14 ſhillings of ſuch 
currency as the preſent of 65 to the pound troy. This 

is evident, ſince the guinea was then worth 30 ſhil- 


lings, or 1 f pound ſterling; and that at preſent it is 


worth 21 ſhillings of 65 to the pound troy. 
Lowndes Lowndes contended ſtrongly for having the pound 
fred dy ſterling reduced 20 per cent. Locke infiſted upon the 
Locke, the old ſtandard of Queen Elizabeth : the latter carcied his 
ſtandard point. A new coinage was made in 1695, a'd the 
that of Eli- government acquitted a great part of the debts th 
zabeth, ©nd had contracted from the revolution (which had been 
quences of paid them at the value of between ten and fourteen 
s. ſhillings preſent eurreney) at the rate of twenty ſhil- 
lings of the ſtandard of Queen Elizabeth. This is the 
matter of fact: Whether this was doing juſtice to the 
nation, I leave every man to determine, It muſt not 
however be believed that there was no reaſon for this 
extraordinary ſtep. By the raiſing of the ſtandard, 
the ſtate gained conſiderably upon the ſcore of taxes, 
as well as the creditors upon their capitals and inte- 
reſt; and the nation, which was the principal loſer, 
was pleaſed ; becauſe their ſtandard was not debaſed: 
thus all the three parties were ſatisfied. 

Upon this coinage in 1695, the coin was once more 
ſet upon a ſolid footing : all money was of weight, and 
the pound was rightly attached to the filver ſtandard. 
Upon that footing it remained, until the guinea was 
made a legal coin, and fixed at its then ſuppoſed in- 


trinfic worth: here is the æra of the preſent confuſion, 


Silver bw From the beginning of this century, ſilver has been 
kern ins riſing in its price. In 140g, the French found it as 1 to 


ginning of 15, in the great coinage, by edict of the month of 


thiscentury. May; and ſo early as 1726, they found the proportion 
to be nearly as 1 to 1 42, and fixed their coinage ac- 
cording] y. h | | 

The Engliſh We may therefore conclude, that from 1926, at 


fandard has (eaſt, if not ſeveral years before, a pound ſterling 


 deſedly ought to have been worth at leaſt 1184 grains troy of 
1726. a : 


fing 
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fine g91d, according. to the proportion of the ſilver 
ſtandard ; and yet from the inattention of govern- 

ment, it has conſtantly been ſuffered to be acquitted - 

with 113. Has not this been a plain debaſement of 

the ſtandard for near 40 years, which we can aſcer- 

tain? If it is at this time reſtored to where it was, 

will not that be raiſing it from what it is at preſent ? 

We have ſeen, from a deduction of the plaineſt ꝓbe trading 
principles, the utter impoſſibility of keeping an unit, inert 
which ought to be invariable, attached at once to the viumed for 
two metals, which are conſtantly varying between d negled. 
themſelves. To this the ſtate has not attended, nor has 
it probably been ſufficiently informed of it, by thoſe 
who were moſt capable, but leaſt intereſted to point 
out the conſequences. | 

The variations of the ſtandard affect chiefly thoſe Debafing 
who are engaged in permanent contracts, which is not N 


at- 


the caſe of trading men: the obligations they contract ea. per- 
are in a perpetual fluctuation, and by the aſſiſtance of e 
their pen, they avoid the inconveniencies which other 
people, who do not calculate, are liable to. 

The riſing of the value of ſilver has been all along 
advantageous to this claſs; and it would be ſtill more 
ad vantageous to them were government to allow gui- 
neas at this time to ſeek their own value; as we ſhall 
obſerve in its proper place. Every thing which tends 
gradually and inſenſibly to debaſe the value of the 
money unit, and promote confuſion, is advantageous 
to merchants. When this debaſement proceeds by 
flow degrees, it is not to be diſcovered but by foreign 
exchange; becauſe at home there is no invariable flandard 
for money, as there is for every other kind of meaſure. 
This ſhall be proved. 

The unit therefore being ſolely attached to the 
coin, muſt vary as it does. 3 

Now the value of the coin has varied impercepti- And pre- 
bly ; and this is the reaſon why people imagine that jen prices 
ſuch variations or debaſements of the ſtandard are « they 
not of great conſequence. The greateſt miſtake any e,. 
perſon can labour under! By this imperceptible de- 

| baſement, 


158 


ing part of 
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baſement, prices do not riſe as they ought to do; 
the ignorant, and thaſe who do not perceive the gra- 
dual diminution, keep to the fame nominal prices as 
1 and the merchants profit in the mean time. 


Is not this ſacrificing the intereſt of all the people of 
England to that of the trading part of it? 


he competition between the merchants betrays 


the ſecret to the multitude from time to time; but 
they aſcribe the appearances to a wrong cauſe, they 
think every thing is growing dearer, whereas the 
reaſon is, that price (i. e. coin) is growing lighter : 
and as this diſorder is always going on, the merchants, 
being the firſt informed of the progreſs of the decline 
of the value of the coin, mult conſtantly be in the 


way to profit of the ignorance of thoſe who have 
not the opportunity of meaſuring the value of the coin 


they receive by any ſtandard meaſure. 
This being the caſe, it is no wonder that the trad- 
A nation has not informed government 
a diſorder which has brought, by ſlow Froese the 
pound ſterling to about 9g per cent. of its former va- 
Ine. This is a ſhort review of the viciſſitudes of the 
Engliſh coin from the reformation to this day : and it 
is at the ſame time an apology for the neglect of the 
Britiſh adminiſtration in a matter of ſo great conſe- 
quence. 


* 


CHAP. X. 


Of the diſorder of the Britiſh Coin ſo far as it affetts the 
Circulation of Gold and filver Qin; and of the Con- 


ſequences of reducing Guineas to Twenty Shillings. 


which this diſorder has occaſioned to the public, and 


[ MUST now take notice of the inconveniencies 
0 


the conſequences which might follow upon adopt- 
ing the remedy propoſed for removing it, to wit, 


* By Mc. Harris, in his Eſuy on Money and Coins, 5 


Sr oa cow ad 6 


FSI uu GD AHA 


r ai. _ 


by fixing the of guineas at 20 ſhillings, 
without ing the e we the fiandaad of Eliza- 


beth. 
The great inconvenience felt by the public is the 


ſcarcity of filver coin, occaſioned by the diſproportion 


of the metals. No mortal will ever, as matters ſtand, 
carry filver to be coined ; that which is worn by cir- 
culation, 1s not ſufficient, even for changing gold, 
much leſs for all thoſe ſmall payments which, in the 
courſe of buſineſs, are abſolutely neceflary. This 
b-ing the caſe, all confiderable payments muſt be 
made in guineas; and as there are great numbers of 
theſe already become light by uſe, all the weighty 
are picked up, and either exported, or perhaps fre- 
quently melted down: ſo that, in general, the cur- 
rent ſpecie of England is not ſufficient for the occaſions 
of the nation. 9277 

The great ſcarcity of ſilver coin in England, being 
evidently occaſioned by the diſproportion between 


- 
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Why filver 
coin is ſo 
ſcarce. 


Conſequer- 
ces of fixing 
the guines 


metals in the coin, it has been propoſed to remedy «20 ful. 


that diſorder all at once, by crying down the value of 


liogs, with 
regard to 


guineas to 20 ſhillings, without making a new coin- circulation, 


age, or taking any meaſures for preventing the horrid 
conſequences which would follow upon ſuch a ſtep, as 
matters ſtand at preſent. Whoever inclines to 
read all that may be ſaid in favour of this operation, 
may conſult Mr. Harris's Eſay upon Money and Coins, 
Part II. p. 84. et. feq. | | 

My intention is not to refute the ſentiments of par- 
ticular people, but to trace out the principles I have 
laid down, and to apply them to the removing ſuch 
objections as I think either plauſible in themſelves, or 
which may appear plauſible to people who do not tho- 
roughly underſtand thoſe matters. 

I ſhall then, in the firſt place, examine what conſe- 


quence this bringing down the legal currency of 


uineas to 20 ſhillings would have upon common vo- 
untary circulation; that is to ſay, buying and ſelling, 
abſtracted from voluntary circulation which takes 
place when people are about to pay, or acquit obli- 
gations; 
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N tions; two things totally different in themſelves, 


How 
Ghillings are old ſhillings at the market by weight. The thing is 


— done every day. For whether I ſell my filver bullion 


Will -_ 
coin diſap- 
baker, To fix the ſtandard of the pound ſterling to the mean 


and which ought carefully to be ſet aſunder. 
The conſequences of reducing guineas to 20 ſhil- 
lings, without a re-coinage of the ſilver, will be, 1. 


proportion of the worn out filver money in preſent 


currency. 2. To make the light guineas, which are 


below the value of 20 old ſhillings, to pals by tale 


for pounds ſterling ; though intrinſically not worth 


light 


the new guineas. 3. To occaſion the melting down 
of all the new guineas. And 4. When once the coin is 
brought to conſiſt of nothing but old unequal pieces, 
to occaſion the heavieſt of theſe to be melted down in 


their turn, until at laſt coin muſt diſappear altoge- 


ther. | | __ 
If to ſupply ſpecie, government ſhall ſend ſilver or 


gold to be coined at the mint at the legal ſtandard, 


the moment it appears, the old ſhillings and the light 
gold will buy it up, and it will be thrown into the 
melting pot. This will ſtop even the melting down of 
the more weighty pieces of the old ſpecie ; becauſe 
(by this trade) they will become more valuable; ſince 
in currency they will be an equivalent for the new ſpe- 
cie of full ſtandard weight. No private perſon ſurel 

will carry either of the metals to the mint, becauſe 
there they would receive but 62 ſhillings or 44 + gui- 


neas for their troy pound of the reſpective metals, 


whereas in the market they will get a greater num- 
ber of old ſhillings and guineas to buy, weight for 
weight, which will ſerve the ſame purpoſe in circula- 
tion. | 
Let not my reader laugh at the ſcheme of buying 


for 65 ſhillings per pound (paid in ſhillings, guineas, 
or bank-notes) or buy old ſhillings weight for weight, 
it is quite the ſame thing. The reaſon why people 
do not fell the old ſhillings by the pound, is only be- 


cauſe they are not all of the ſame weight, although 


they be all of the ſame value in circulation; but they 
ſell their bullion, as it were, againſt old worn C_—_ 
u 


e . 
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reduced to a mean proportion of value; which fale 
of bullion is virtually buying old ſhillings at market 
by weight. A man, therefore, who can with a pound © | 
of ſilver bullion buy the value of 65 old ſhillings) will |. 
certainly never employ it to buy 62 heavy ones from 1 


the mint, which are no where worth more, except in 

the melting pot. The ſame is true of the gold. ou 
I have endeavoured to ſhew by the plaineſt argu- Conſequens 

ments, that no ſilver coin, the value of which is above ee 

the value of any other currency within the kingdom, with mer- 

can remain in circulation, or can eſcape the moneys babe 

jobber and the melting pot. I think this is a point 

pretty well agreed on all hands; becauſe it is the ar- 

gument made uſe of againſt thoſe who propoſe to in- 

troduce ſhillings of baſe metal into circulation, as an 

expedient for procuring change for the gold: a 4 

ſcheme ſo entirely repugnant to all the principles of 

money, that I have taken no notice of it. 

If, therefore, it be true, that the ſhillings are real- That gui- 
ly worth no more than r of a guinem hat effect af 
would the law, reducing guineas to 20 ſnillings, have current for 
as to merchants? Guineas would paſs as before with Willis“: 
every banker in London for a1 ſſiillings, and a1. flu 
lings for a guinea. 8 1 moi! +; 50111 lo! OI O 

But as we ſuppoſe: no new coinage ſet on foot, andi That the 
that the light ſilver would continue to paſs current by dan 
tale, as at preſent, what ſecurity would there be fox ed te 
the pound ſterling not falling every year lower ? Phe the light fi- 
ſtandard would then be entirely affixed to the old-fil: wat in 
ver; and no man would pay in guineas at 20 fhil- s 
lings, any more than he will now pay in ſilver f 
ſtandard weight. The only expedient then to obtain 
coin would be, to allow guineas to ſeek their own 
value. Upon this they would riſe to 21 - ſhillings, 
which is their intrinſic worth. In this caſe, would 
not the ſhillings, by becoming lighter become of lefs 
value in proportion to the guinea ? was not this the 
caſe 16953? Did not this abuſe raiſe the price of gui- 
neas, and proportionally debaſe the worth of the 
pound ſterling ? wad es avon FHnad T0t 10441109 es 

Vor. II. betdd>L wing finds 
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Tubes mer- As every thing, therefore, which gradually debaſes 
—— gein the ſtandard, muſt be advantageous to thoſe who 

byitz can ayail themſelves of it, ſo the making gold a mer- 

- chandize, while the bulk of the nation has no ſtan- 

| dard to meaſure it with, muſt be advantageous to 

thoſe who have a ſure one, to wit, the foreign ex- 

change. "= | 
Beſides the evident tendency ſuch a meaſure would 
have to debaſe the ſtandard below the preſent value, 
it would be accompanied with the moſt ruinous conſe- 
quences to all the claſs of debtors. I ſhall beg leave 
| to ſtate an example. A perſon is debtor, I ſhall ſup- 
S poſe, for a great ſum, 100,000 J. his creditor de- 
| mands payment. He offers guineas at the current 
| and conventional value of 21 ſhillings, the creditor re- 
fuſes the offer; he offers bank notes, refuſed : it is no 
excuſe to ſay that 100, oo0 /. of ſilver coin cannot be 
picked up; he who owes muſt find it. The credi- 
tor tells him that the mint is open. Here the debtor 
is obliged either to part with his guineas at 20 ſhil- 
— 4 value, or to carry filver, which coſts him 65 
ſhillings the pound troy, to the mint, and to pay it to 

his creditor at the rate of 62. There would be ſtill 22 

| ſome conſolation, if, from ſuch a hard neceſſity, the 5 
| ſtate were to be provided with weighty coin; but „ 

| that is not the conſequence. The-creditor is no ſooner 

id in ſilver, than he throws his coin into the melt- 10 

ing pot, and then ſends the bullion to market to be | Ai. 
_ fold at 65 pence the ounce in bank notes. N 

Conſequen- - He next goes to the bank, and demands payment 

cex as to the Of his notes. It is not to be ſuppoſed that there is old 

% Vorn ſilver enough there to pay all the notes in circu- 

lation. The bank muſt be in the ſame ſituation with 

every debtor, it muſt ſend ſilver to the mint; not as 

perhaps at preſent to be afterwards exported, or to 

Furniſh work for the mint and then to be melted 

down again, but to acquit the notes which it had iſ- 

ſued in lieu of light ſilver, or guineas at 21 ſhillings. 

The creditor melts down his new ſilver again, ſells it 

as bullion for bank notes as before, and returns upon 

the bank with a new demand. i 

| c 


— 
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{| 
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— 122 this laſt ſuppoſition, whe- Net, 

ther the guineas be left as e to ſeck their 40 fillings, 

value, or be fixed at 20 ſhillings z for hg. upon — oo 

earth will give a heavy guinea for 29 ſhillings preſent then « | 

currency; and if debtors were obliged to pay at that Ny 

_ the hardſhip would be exactly the lame as inthe 
foregoing ſuppoſition; for the difference in paying 

with heavy ſilver or with good guineas at 20 ſhillings, 

is no more than that of 1918.7 to 1719.9 3 a guinea 

which weighs 1181 grains fine gold, being worth 

171949 grains of fine lilver, according to the propor- 

tion of 1 to 14, and a pound ſterling, . 


ſtatute, is a no more than 1718.7 grains 
ſame metal. 


We may therefore conclude, that the ſcheme of 


reducing guineas to 20 ſhillings muſt proceed upon 


the ſuppoſition of a new coinage of all the ſilver: with- 
out this, the ſame confuſion as to the coin would re- 
main as formerly; a new diſproportion of the m 


would take place; no body would oy in gold, as: at 


oy no 15 will pay i in ſilver. 


CHAP. XL. 


| Method of refloring &. the Money-unit 40 the Standard F 


He, * the Cen. of that Reſolution.” . 


I COME now to the propoſal of 6 the tand- Show ts the 
ard to that of the ſtatute of Elizabeth, which is in ena 


rays Fra at 


other words the ſame with what has been propoſed. in the fader 


bringing down the guineas to 20 ſhillings ; only that A bet 


it implies a new coinage of all the ſilver ſpecie and of 


all the old gold. Nothing is mare eaſy than to exe- 
cute this re formation. 


J. The firſt ſep is to order all coin, gold and ſilver, 
coined em a certain year, to kao by: weight 


only... 
| Me hs... 10, nh 
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6 II. To preſerve the mint price of ſilver as former- 
ly, at 5s. 2 d. the ounce, and to fix — at 
a1, 144. adj. 
- , III. o order the pound troy ſtandard ſilver to be 
coined as formerly, into 62 ſhillings, and the Pu 
of gold into 444 guineas. . 
fe, And laſt of all, to order theſe guineas to paſs 
for 20 ſhilli 
Thus the Landen i 1s reſtored to the value of the 
filver by the ſtatute of Elizabeth, the metals are put 
at within a mere trifle of the proportion of 1 to 144: 
all the coin in the Kingdom is brought to ſtandard 
weight: no profit will be found in melting or ex- 
porting one ſpecies preferably to another : exchange 
will anſwer, when at par, to the real par (when right- 
2 calculated) of either ſilver or gold, with nations, 
uch as France, who obſerve the fame proportions: 
and the pound ſterling will remain attached to boch 
the gold and ſilver, as before. 
The conſe- The conſequences of this reformation will be, 
quences of that the pound ſterling will be raiſed from 1648 
mation will grains fine ſilver (the value of the preſent worn ſilver 
detoraie currency) to 1718.7; and from 113 grains fine gold 
5 Per cent. (the preſent gold currency) to 118.644; that is to ſay, 
the value of the pound ſterling will be raiſed upon 
both ſpecies 4.9 per cent. above the value of the pre- 
ſent. This all creditors will gain, and all debtors 
will loſe. From the day of the regulation, the ex- 
change upon all the places in Europe will riſe 4.9 per 
cent. in favour of England, and every man who is 
abroad, and who draws for the rents of his eſtate, will 
yearly gain 4.9 per cent. upon his draughts or remit- 
tances made to him. Whether prices in England will 
fall in proportion I do not know , one thing is pretty 
certain, that * — bought for foreign expor- 
tation will fall this good reaſon, that merchants 
will not be the dupe of this innovation, nor will they 
buy with heavy money at the ſame rate they were in 
uſe to buy with light. — will be done to all 
tlemen whoſe anceſtors let their lands in the reign of 
Queen Elizabeth, or at any time ſince, when gle cot and 
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ſilver were at the proportion of 1 to 144, and when 
the ſilver coin was at its ſtandard weight. All taxes 
impoſed by pounds, ſhillings, and pence, will be” 
raiſed ; all thoſe impoſed at ſo much per cent. of the 
value will ſtand the ſame, but will appear to fink in 
the denomination ; that is, they will produce as much 
value, but fewer pounds, ſhillings, and pence, than 
before. The nation will loſe 4.9 per cent. upon the 
whole capital and intereſt of the public debts : this 
the creditors will gain. The bank will gain in its 
quality of creditor upon the public, and will loſe (to- 
gether with all the bankers in England) 4.9 per cent, 
upon all their circulating paper. All annuitants, 
landlords, and creditors of every denomination, whoſe 
contracts are under 30 years ſtanding, will gain. All 
debtors, mortgagors, tenants, whoſe contracts are of 
a freſher date, will loſe. All merchandize whatſo- 
ever ought to fall 4.9 per cent. inits value ; and eve- 
ry farthing any thing falls leſs in its price is loſt to 
the conſumers. | 
Theſe are ſome of the moſt evident conſequences 
which muſt reſult from this plan of reformation, and 
the nation is the beſt judge how far they will contri- - 
bute to her advantage. | | 
Either this reaſoning is juſt, or all the principles I 


have laid down are falſe from the beginning. 


A wile nation, I apprehend, is actuated by a ſpi- every iate- 
rit of juſtice. Every claſs, every denomination of in n«- 


tion equ 


inhabitants is equally intitled to the JOEY of a imitled to 
good government. Whatever ſtep of adminiſtration es. 


can profit one ſet of men, to the detriment of another, 
is ill combined: whatever ſtep can do juſtice to one 
ſet of men who have wrongfully ſuffered loſs, to 
the detriment of another who have unjuſtly gained, 
is well combined. Upon theſe principles it is im- 
poſſible to approve of the operation we have deſcribed, 
It is a political hodge-podge : it is, as it were, throw- 
ing all the intereſts of Great Britain into a bag, and 

drawing them as 1n a lottery. SR 
We muſt, therefore, enter into a more particular 
examination of thoſe oppoſite and jarring intereſts, 
| M 3 we 
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Thoſe who 
ſuffer by the 
debaſement 
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we muſt inquire into the intereſts which have ſuffered, 
and which continue to ſuffer, from the actual debaſe- 
ment of the ſtandard, and into thoſe which muſt ſuf- 
fer upon a reſtitution of it according to the plan pro- 
poſed. When we are informed concerning the ſuffe. 
rers, we ſhall eaſily perceive who muſt be the gainers. 

Thoſe who ſuffer by the debaſement of the ſtandard, 
_, BEM 

149. Every perſon who is creditor in a contract en- 
tered into before the debaſement of the ſtandard. 
24. In proportion as the diſorder in the coin con 


tinues, and as the currency becomes lighter, every 


Ought only 
to benefit 


dy the reſti- 


tution. 


Ard not the 
whole claſs 
of creditors, 


man who ſells to merchants 1s a loſer. 

In a trading nation ſuch as England, it is not poſſi- 
blethat any currency can long ſuſtain itſelf by virtue 
of the ſtamp, at a higher value than its intrinſic worth, 
Whoever therefore, 2 a habit of ſelling any par- 
ticular merchandize, continues to conſider a curren- 
cy which is daily becoming lighter as remaining at 
the ſame value, 1s deceived in his dealings by every 


man who is inſtructed in the matter of fact. 


Thoſe, I think, are the only perſons who are really 
loſers by the debaſement of the ſtandard, and who 
have a right to be redreſſed. | 

I muſt not omit however, to mention another ſet 
of people infinitely more conſiderable than both, who 
think fit to rank themſelves in this claſs, without hav- 
ing the ſmalleſt pretenſion to enter into it. | | 

heſe are ſuch who would be gainers, were the 
government of England to reſtore the ſtandard upon 
the ſuppoſition that juſtice required it, without giving 
themſelves the trouble to examine into the merits of 
that important queſtion. e 77 1 

Of this claſs are all the public creditors, all enjoy- 
ing any fallary, penſion, or pay whatſoever for per 
nal ſervice ; all annuitants, landlords, &c. In ſhort, 
every man in the kingdom, ſo far as he is a creditor 


upon any public or private intereſt. Ri 
| But 
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But to this claſs I muſt beg leave to put a que 
tion: What title has any perſon to receive in payment 
one grain of ſilver or gold more than he had ſtipulat- 
ed from his debtor at the time of contracting, becauſe 
the government of Great Britain thinks proper | to , 
make a new regulation with reſpect to their coin? If 
it be true that every man has a right to complain of 
the debaſement of the ſtandard fo far as he is thereby 
defrauded of that weight of the fine metals which. he 
was entitled to receive, me every man has a 
right to complain of the ring of the ſtandard, who 
thereby becomes obliged to repay more weight of 
the fine metals than ever he received value for. 

In juſtice and in common ſenſe, the raiſing of the 
ſtandard of the coin ought never to be allowed to 
benefit any perſon but thoſe who have been un- 
juſtly fafferers by the debaſement of it, nor ought 
it ever to be prejudicial to any perſon but to ſuch 
as by the debaſement have been unjuſtly gainers. : 

In every contract where neither of the parties unt de be 
can produce any palpable loſs ſuſtained by the for- liable to « 
mer debaſement of the ſtandard, the alteration ought OY 
to have no manner of effect. All debts of whatever 
kind, ought to be liable to a fair converſion, as 


much as thoſe contracted in guilders, florins, livres, 


&c. when they come to be paid in pounds ſterling. 
The old and the new ſtandards are not the ſame, 
becauſe they carry the ſame denominations of value, 
any more than a piaſtre is a pound, becauſe they 
begin with the ſame letter, | 
All the world muſt agree that the ſtandard of 
queen Elizabeth is debaſed, and that a pound ſtex- 
Hog is no longer worth 1118.7 grains troy fine ſilver, 
Every body muſt alſo agree that were the ſtandard 
reſtored, merchandize of every kind ought to fall 
in value. | 
If therefore, after the reſtitution, a perſon who according to 
has merchandize to buy, ſhall have the privilege to — 
proportion his price according to the change of 
money, why ſhould another who is a debtor be in a 
M 4 worſe 
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worſe ſituation? Why ſhould permanent contracts 


be obligatory according to language, and momen- 


tary contracts, ſuch as ſale, be obligatory accord- 
ing to things ? | 
| Twopeople hire each a ſervant, the one ſtipulates to 
pay twenty guineas wages, the other ſtipulates twenty-' 
one pounds ſterling : the ſtandard is in a ſhort time at- 
ter reſtored in the manner we have been deſcribing ; 
can any thing be more abſurd, than that he who ſti- 
pulated the twenty guineas, ſhall be quit after the 
reſtitution, on paying the twenty guineas as before, 
and that he who ſtipulated the twenty-one pounds 
ſterling, ſhall be obliged to pay twenty-one guineas ? 
What pretenſion therefore can any man who is 
poſſeſſed of a ſalary, an annuity, or of a bond or 
other ſecurity for a ſum due to him by another, 
have to be paid the ſame number of pounds ſter- 
ling ſtipulated at firſt, when the pound comes to 
be increaſed in its intrinſic value 5 per cent. above the 
value it had when the obligation was contracted? 


CHAP. XII. 43 
Objeftions flated againſt the Principles laid down in 
this Inquiry, and Anſwers to them. 


7 it will be remarked, that I do not pretend 
that the coining the pound troy ſtandard ſilver 
into 65 ſhillings, or the making a new coinage upon 
the old footing of 62, reducing the guineas to 20 
ſhillings, and then allowing converſions from the old 
to the new ſtandard at a deduction of 5 per cent. 
upon permanent contracts formerly entred into, is 
not a manifeſt debaſement of the value of the pound 
ſterling, from what it was while affixed to the ſilver 
according to the ſtatute of Elizabeth. All I pre- 
tend to allege is, that neither of theſe operations 
(which are nearly the ſame thing) would be a de- 
baſement of the preſent value of the pound ſterling, 
or of what it has been worth for theſe thirty years 


paſt at leaſt, 6 


But 
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But as this opinion is by no means generally | 
adopted, I muſt now do juſtice to its adverſaries, 
and ſet before the reader the ſeveral objections which 
may be oppoſed to it. | 
| Os JECT1ON I. That the force of habit is fo ſtrong That «_. 
in uniting the ideas of value to the denominations of pound will 
coin, that a pound ſterling, whether it be raiſed or cooſlered. 
no, will always carry along with it the ſame mea- ** bound. 
ſure of value: that merchandize will not - fink in 
price according to the due proportion of the riſe : 
that if converſions are ſuffered, the confuſion will 
be endleſs; and that in the main, the diminution - 
thereby operated upon the numerary, will turn out a 
real diminution upon the intrinſic value. 

On j. II. That the diſorder in the proportion of Thas the 
the coin, and the wearing and Er of the currency — 
are not a real debaſement of the ſtandard. That at preſent, 
the money-unit preſerves its intrinſic value, in vir- H. 
tue of the ſtatute of Elizabeth which eſtabliſhes it. tute not to 
That it is falſe to allege that the Engliſh ſtandarc 
is ſolely affixed to the coin, or that it has no in- 
variable meaſure to be compared with. That the 
pound ſterling is really fixed to that ſtatute not to 
the coin; and therefore that no variation of the 
coin, but only a variation of that ſtatute, can change 
the ſtandard. 

On j. III. That the pound ſterling is ſtill virtual- That the 
ly, and in many reſpects worth the filver ſtatute fand, fer- 
of Elizabeth, although traders in bills of exchange, ally wank 
and jobbers in the metals may make it appear other- 7! 7. 
wiſe, That conſequently a new regulation either by fer. 
the coinage of filver at 65 ſhillings in the pound 
troy, or by admitting deductions of 5 per cent. upon 
the old ſtandard, on pretence that a pound ſterling 
is worth no more at preſent than 1638 grains of 
fine ſilver, is not preſerving the ſtandard at what it 
has been theſe thirty years, but really a debaſement 
of it from the preſent value. | | 

OsJ. IV. That if the rubbing and wearing of That theſe 
the coin be ſaid to debaſe the ſtandard in ſpite of —— 
all ſtatutes, and if every new coinage is to be re- 
gulated 
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ve de- gulated by the weight of the former grown light, in 
— . to ſupport — actual value of the mon —— 
every new jg plain, that in time that unit muſt be reduced to 
ese, nothing, 
That the OBJ. V. That were the meaſures in common ule, 
ment bald, by wear and by fraudulent practices, rendered leſs 
for debaling than the ſtandard meaſures kept in the exchequer, it 
the ſtandard . 
meaſures of Would appear manifeſtly abſurd, for that reaſon, to 
weights ©- diminiſh theſe ſtandard meaſures. That for the ſame 
enen reaſon, while the ſtatute of Elizabeth ſubſiſts, it would 
be equally abſurd to diminiſh the filver ſtandard of 
the pound ſterling, | 
That be OBJ. VI. That debaſing the ſtandard by law is vio- 
wearing of lently invading every man's property; that when the 
thecoin falls coin is debaſed by circulation, the loſs only falls upon 
who poſſe?» him who happens to be in poſſeſſion of any part of 
ing down,” It at the time it is cried down. 
but does not Op, VII. That although merchants and money- 
fandard, jobbers may conſider the value of a pound ſterling 
That inland according to its weight of ſilver or of gold; and al- 
the od of though exchange and the price of bullion may make 
þullion, or jt appear to be at preſent of no greater value than 
exchange, 113 grains of fine gold, and 1638 grains of fine ſil- 
regulate the yer; yet {till in inland dealings it is worth its ſtan- 
daard weight, to wit, 1118.7 grains of filver ; becauſe 
the inhabitants of England never conſider their mo- 
ney by its weight, but by tale. The currency by 
tale regards the ſtandard, as currency by weight re- 
rds the coins themſelves. 

That the quantity of money which goes abroad, or 
even the quantity of foreign dealings, is fo inconſi- 
derable, when compared with domeſtic circulation, 
that the value foreigners put upon Engliſh money can 
but very little effect the value of it in the country. 

That public OBJ. VIII. That the coin, though light, being re- 

pablic 18 = | 

currency ceived by the King in all the public offices for its va- 
valte of the lue, keeps up that value to the ſtandard, notwith- 
coin. ſtanding its being under the weight. 

That ss OBJ. IX. that the ſcheme propoſed is the ſame with 
ſcheme is that propoſed by Lowndes, in 1695, ſo fully refuted 
— of by Mr. Locke, and rejected by the deciſion of the na- 


Lowndes. tion on a parallel occaſion, In 
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In order to leave nothing unſaid which can tend to theſe tees 
ſet this matter in a clear light, I ſhall briefly give an ious. 
anſwer to all theſe objections, in the moſt. diſtinc t- 
manner I am capable of, I have gathered them 
from every quarter, particularly from Mr, Harris. 
I have endeavoured to ſtate them in all their force, 
and I ſhall anſwer them with candor, according to 
the principles laid down, and according to uncon- 
troverted matters of fact. | 

AnswER to OBjrxcTion I, Here I reply, that That « 
no habit any people can contract, is ſtrong enough to r 
blind them with regard to their intereſt, Nothing d a its 
is ſo familiar in many countries, as to raiſe and fink Jes 4. 
arbitrarily the numerary value of the ſeveral deno- thoſe who 
minations of coins ; but no ſooner is the change made, 2 
than it becomes familiar, even to the children of 
twelve and fourteen years old; and any perſon who 
has had occaſion to travel, muſt have been aſtoniſhed 
at the acuteneſs of the common people in their 
knowledge of the value of coins. The habit of unit- 
ing ideas to old pounds ſterling will, upon a reſti- 
tution of the ſtandard only, be found in the heads 
of ſellers and creditors; buyers and debtors will 
very quickly learn to profit of a deduction of 5 per 
cent, provided they are legally authoriſed to do jt. 
It will greatly depend upon government to oblige 
commodities to follow the jut proportion of their 
worth, by making converſions of the taxes, new re- 
gulations of aſſze, for bread, beer, &c. and by put- 
ting into the hands of the people convenient tables 
for that purpoſe. When the thing is once underſtood, 
the execution will be eaſy. | 

Answ. II. Could it de made out that the ſtan- 1 the flaw 
dard of the pound ſterling is affixed to the ſtatute ag;citothe 
of Elizabeth, and not to the coin, this objection dune, pew 
would be invincible. But were the matter fo, the be obliged 
payment of all obligations might be exacted by weight © 77! by 
of ſilver; becauſe the ſtatute regulates nothing elſe. 
A man owes me a thouſand pounds, he makes me 
a legal offer of ſilver or gold coin to the current value, 
were the ſtandard affixed to that ſtatute, I ſhould 


have 
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a have the privilege to refuſe both the current ſpecies, 
if light or ill proportioned, and demand of him to 
weigh me down 1718700 grains of fine ſilver, or 
- 1858060 grains weight of the nation's ſilver coin. 
As this is not the caſe, the ſtandard is not affixed 
to the ſtatute of Elizabeth; conſequently, not affixed 
to an invariable meaſure; conſequently, muſt vary 
according as the coin varies, to which alone it is by 
law attached. | 
No body cw ANs w. III. That if it is faid, that the pound ſter- 
— ling is in any caſe of the value of 1718. grains of fine 
grains of ſilver, I am entitled to aſk who can force any man 
„ dei in Great Britain to pay him at that rate? But if it be 
ling. true on the contrary, that there is not any pound 
ſterling due within that kingdom which may not be 
legally acquitted with 113 grains of fine gold, or with 
1638 grains of fine filver, then I am authoriſed to 
ſtate the preſent value of the pound ſterling at that 
rate. If this be the caſe, then the addition of one 
grain of ſilver or of gold more, in a new coinage, 
neceſſarily implies a railing of the ſtandard. 
That it is As w. IV. This objection hes againſt the rubbing 
golden of Of the coin, not againſt the regulation of the mint. 
the mint, I have frequently obſerved, that it is the rubbing of 
but the dic the coin which of itſelf debaſes the ſtandard, in 


order of the 


coin which ſpite of the ſtatute as it ſtands, but not in ſpite of 
out vale what it might be. 
| There is no doubt, that as long as any nation per- 
mits her current coin to paſs below the ſtandard 
weight, by virtue of the ſtamp, ſhe by that neglect, 
opens a door to the debaſement of the ſtandard, and 
totally diſappoints that part of the ſtatute which regu- 
lates the weight; conſequently the act of making a 
new coinage afterwards, at the then debaſed value, 
is not of itſelf a new debaſement. : | 
| The new coinage, in that caſe, is a temporary inter- 
truption put to the circulation of coin unequally worn, 
which is what occaſions, more than any thing, the pro- 
greſſive debaſement of the ſtandard; but it is no new 
debaſement in itſelf, nor is it any preſervative againſt 


debaſements for the future. 7 
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If it be not Cprovided by ſtatute, that debtors ſhall 
make good the weight of the coin with which the 
pay, in one way or other, of neceſſity the ſtate 
either go on regularly debafing her ſtandard every 
new coinage, or be obliged to raiſe it by jerks, to 
the detriment of all the debtors who have contracted 
during the preceding debaſement. 

Axs w. V. The compariſon between the ſtandard ro. — 
weights in the exchequer, with the ſtandard of the: co 
pound ſterling, is not juſt. If a merchant offers mei ihe ian- 
grain, bullion, or docs by a meaſure which is notbar ute ot 
of the legal content, weight, or length, I may refuſe ed . 
it. Ihave even an action againſt him for fraudulent faba 
dealing, in caſe I ſhall have unwarily accepted ofound. 
the merchandize. But I cannot reclaim (as has been 
faid) the meaſure of the eee according to the 
ſtatute.” 

Now let me hoſe; that for 40 years no acceſs 
could be got to the ſtandard meaſures of the exche- 
quer, that during this time all the meaſures of the 
nation ſhould be debaſed , that notwithſtanding this, 
the landlords over all' England ſhould continue to 
ſtipulate their rents in grain, by the debaſed buſhel 
of their reſpective counties: if after 40 years of ſuch 
confuſion, the exchequer ſtould be opened, and all 
meaſures fitted to the ſtandards, would it not be a 
horrid piece of injuſtice not to allow both landlords 
and farmers who had entred into leaſes within the 
40 years, the liberty of converting their rents own 
the debaſed to the flandard buſnel. 

Ars w. VI. This objection proceeds 8 cherze the 
ſuppoſition, that it is the altering tbe fatute, and not}, won 
the rubbing of the coin, or the changing Ihe proportion: of when called 
the — price of the metals which debaſes the ſtan-f arb fe 
dard. — poſſeſſors. 

Were that n theconſequence drawn 
from it would be true alſo, to wit, that the toſs 
the wearing of the coin remains entirely ſuſpended 
until the worn coin is all at once cried down. But if 
can prove, that the wearing of the coin does not 
fall upon the perſon in whoſe hands it js found — 
cri 
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cried down, except only ſo far as it happens to be 


below the mean weight of the whole 2 or ſo 


far as the perſon is a debtor, and unjuſtly, obliged, 
by an arbitrary law, to pay what he had received in 
light, with heavy coin. If this, I ſay, be true, 1 


hope it will follow, that there is not the leaſt force 


in this objection. This conſequence is plain. 53 
It is certain, that by the wearing of the coin there 
is a loſs incurred by body; if it be proved that 
it is not incurred by the perſon in whoſe hands the 
light coin is found when cried down, it muſt follow, 
that it has already fallen proportionally upon thoſe 
who, in the mean time, have been conſidering it as 


of the ſtandard value, while it has been really be- 


low it. 45 L. e 

Here follows the proof of this propoltion. 13 1 

I ſhall ſuppoſe the filver coin of Great Britain is 
actually ſo worn as to be 5 per cent. lighter than its 
ſtandard weight at a medium, If at that time the 
ſilver is ordered to be recoined of the ſtandard weight, 
I fay the currency, after the coinage, will be g per 
cent. better than Before. Ought not then all mer- 
1 to fall 5 per cent. in value upon this revo- 
lution. | W ants to 
Two men (A) and (B) have, the day before the 
calling in of the light ſpecie, each a thouſand pounds 
ſterling of it in tale; (A) goes to market and buys 
corn with his thouſand pounds, (B) Keeps his coin, 
and next day is obliged to carry it to themint, where 
he ſells it at 5 per cent. diſcount ; that is, for nine 


hundred and fifty pounds of new heavy ſilyer coin. 
(B) after this operation goes to market; and finding 
grain fallen in the price 5 per cent. he with his nine 


ed and fifty pounds, buys juſt as much as (A) 


had bought the day before with his thouſand pounds. 


T aſk what loſs (B) has ſuffered in carrying his ſilver 
to the mint? lis. 29U Wow 21 eee 
But if we ſuppoſe the thouſand pounds in ſilver tale 
money, which (B) had, to be worn more than at the 
rate of 5 per cent. then he would loſe all the difference; 
becauſe the price of things would fall only n 
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do the general proportion of the riſe upon the value 
of the curren : but on the other hand, he would 
in upon the uppoſition that his thouſand pounds 
Id happen to be leſs worn than the 5 per cent. | 

Can any thing, therefore, be more abſurd, than to ” 
point by law, that one, who ſhall at this time happen to 
be indebted for a thouſand pounds, ſhall be obliged to 

y this thouſand pounds in heavy money, when — 
bad borrowed it in light. 

We have ſeen how (B) in buying corn with nine 
hundred and fifty pounds of the new coin, got as 
much as'(A) had got — day before with his thou- 
ſand. But pes they had both bought grain the 
day before the crying down of the coin, (A) with his 
money, (H) with a note payable next day, how ab- 
ſurd muſt any law be, which ſhould oblige (B), for 
one day's credit, to pay at the rate of g per cent. 
increaſe of price; and this becauſe of the accident 
of calling in 1 the money: an event he could neither 
foreſee or prevent. 

We may, therefore, conclude, that white the coin 

ofa natink is upon the decline from the ſtandard va. 
lue of the unit (as it ought to be preſerved by ſorne 
invariable meaſure) thoſe only through whoſe hands 
it circulates, loſe upon what they have, in propor- 
tion to the debaſement of the Wanda while the 
coin remains in their hands. 

Axs w. VII. It has been ſaid, and I think proved, That inland 
that in a trading nation, ſuch as England is, nothing cannot ſup- 
can long ſupport the value of the money. unit (while port the 

affixed entirely to the coin, and while comage'is free) where « — IO 
above the intrinſic value of the metals Tones >the L 

I muſt now ſhew how the operations of foreign trade bega = 
have the effect of regulating the value of Uk. commerce. 
rency, in the hands even of thoſe' who eonſider cih 

| merely. as money of accompr ; who Vive it and re. 
ceive it by tale; and who never attend to the cireuti- 
ſtances of wei tht, or proportion between the metals. 

The yt I commodities, in a tradin 2 178 
not ſettled by private convention, but by marker 
prices. Foreign markets regulate the price-of en 
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which regulates, in a great meaſure, that of every 
other thing; and the price of grain is regulated by 


the value which other nations pay for the pound 
ſterling, by which the grain is bought. If, there- 
fore, the lightneſs of the coin Aba the value of 
the pound ſterling in foreign markets, it muſt, for 
the ſame reaſon, raiſe the price of the grain bought 
with theſe pounds ſterling; becauſe the value of the 
pound ſterling has no influence upon the value of 


grain abroad. The domeſtic competition between 


the merchants in the buying of the grain at home, 
informs the farmers of itz value abroad; and they, 
without combination of circumſtances, eſteem it and 
ſell it for wland conſumption, ata value proportioned 
to what it bears in foreign markets; that is to ſay, 
proportioned to the actual value of the coin. Thus 
Engliſh farmers, although in buying and ſelling they 
do not attend to the weight of the coin, N er their 
prices exactly as if they did. 

I aſk, What is meant by this expredion, that the 
lightneſs of the coins is no ways confidered in any of our 
internal dealings with one another. Currency by tale re- 
fers only to the legal ſtandard, as currency Wy weight doth 
to the coins themſelves ? (Eſſay. upon money, Part ad, 
p. 79.) Will a perſon who conſiders his light ſhilling 
as a ſtandard coin, buy more with it than if he con- 
ſidered it by its weight? Will any man in England 
fell cheaper to a porter, who never conſidered his 
ſhilling ke than to look at the King's head, than 
he would to a Jew, who has had his ſhilling in a 


| ſcale, and who knows to the fraction of a grain what 
it weighs? Which way, therefore, (in a trading 
nation) can money poſſibly be worth more than its 
weight? 1 comprehend very well how one ſhilling 


may be better than another to a money jobber; but 
J cannot conceive how any ſhilling whatever, which 


paſſes by tale, be it light or weighty, can ever be 
worth more than according to the mean weight of 


the preſent currency. People, therefore, who know 


nothing of the value of money, may loſe by giving 
uy their heavy coin; but I cannot ſee how ever 


they 
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they can gain in their inland dealings, or how they 
can ever circulate their light coin fo more than the 
value of the preſent currency). 
We may, therefore, lay down the following prin- 
ciples: 1mo, That, in a trading nation fuch as Great 
Britain, where coinage is free, the value of tale- 
money is exactly in proportion to the mean weight 
of the Whole currency. 2do, That the money: unit 
being only affxed to © coin, is exactly in propor- 
tion to its weight. 30, That when the intrinſic 
value of all the coin is not in the exact proportion of 
its denomination, the operations of trade will ſtrike 
the average, or mean proportional. 4ro, That when 
this is done, thoſe who pay by tale, in coin which is 
worth more than the mean proportion, are really lo- 
ſers; and thoſe who pay by tale in coin below that 
value, are really gainers, whether they know it or not. | 
Aus w. VIII. The authority given to coin, by its eee 
being every where received in the King's offices, is ſupports the 
entirely confined to its currency; and hot to its va- gen b 
lue. The conſequence of its being received at the the wales of 
exchequer according to'tale, makes coin which is not he gy | 
worth a mow ſterling paſs as if it were ſo. This | 
debaſes the value of ws 5 pound, but gives no additi- 
onal value to the coin. "$6 he not this acbaſing the ſtan- 
dard by authority, mee it _ oblige a creditor who 
lent 1004, to pane 22 of the value, as a legal 
payment. | 
The pounds ſterling paid into the exchequer are 
no better, nor will they buy more of any commodity, 
than the worſt pound ſterling that ever came out of 
the hands of 'a money-jobber ; and therefore contri- 
bute nothing to keep up the value of the coin. Mer- 
chants who know the value of coin, are thoſe Who 
regulate prices; and the public ſale of one hun- 
dredth, nay of one thouſandth part of a commodity 
ſold by retail through all the nation, is. ſufficient to 
regulate the price of iv Vt y Where. IF this be true, 
to 1luppoſe that a pound ſterling being regulated by 
ſtatute, can add any thing to its value; or that my 
right is left unviolated, when I have been every day 
Nein N for 
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for theſe forty years giving my pound for what Lought 
to buy for 19 ſhillings of Queen Elizabeth's ſtandard, 
is as ideal a repreſentation of the value of right as any 
thing I haveever heard. | ert $0 
If it be ſaid, that this right implies a title to be 
indemnified by a reformation, or a reſtitution of the 
ſtandard, for the loſs 1 have ſuſtained by the gradua} 
debaſement of it: P reply, that a ſtate muſt examine 
the nature of my claim, and do me juſtice, without 
all doubt; but it does not follow as a conſequence, 
that becauſe a creditor in an old contract has. been a 
loſer by his debtor, that therefore all the creditors 
in the nation ſhould: ſhare in the benefit of his reſtitu- 
tion, at the expence of debtors, fram whom they 
have ſuffered no loſs. | 
That the As w. IX. I own the ſcheme propoſed is pretty 
alle e, much the ſame with that propoſed. by Mr. Lowndes ; 
tho! not the and 1 muſt here give a ſatisfactory anſwer how a 
n „ project ſo folidly refuted in 1695, can poſſibly be 
Lowndes. eligible in 1766. | 
Firſt then, I ſay, that the queſtion was not then 
n vr, underſtood. Mr. Lowndes put it upon a wrong iſſue, 
priociples. and ſupported his argument upon wrong principles. 
le infiſted, that his ſcheme implied no debaſement 
of the former ſtandard. He aſcribed the riſe of the 
price of bullion tothe riſe of the intrinſie value of ſil- 
ver, and not to the lightneſs of the coin with which 
it was bought. He always ſuppoſed, that the ſtamp, 
and not the ſubſtance, made the currency. A light 
ſhilling and a heavy one were bathſhillings, according 
to him. He propoſed reducing the weight of the ſil- 
ver coin 20 per cent. below the ſtandard of Elizabeth, 
becauſe he was aſhamed to propoſe more; but a re- 
duction of 33 per cent. or rather 50, would hardly 
have brought the pound ſterling to the mean value of 
the ſilver currency at that time. | 
Locke % Mr. Locke, on the other hand, ſuppoſed the whol 
ſupporting diſpute to reſt upon one point, to wit, Whether or 
— theſtandard, not Mr. Lowndes's ſcheme implied a debaſement of 
tending to the ſtandard? He reaſoned upon ſound principles, 
the cooſe- and with good ſenſe; but he did not turn his attention 


quences, 
to 
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to the only object which fixes ours at preſent, to wit 
the intereſts of thoſe who are engaged in permanent 
contracts. | ; 
Mr. Lowndes's great argument for reducing the 
ſtandard was, that ſilver bullion was riſen to-65. 5 d. 
per ounce, (that is, that it might have been bought with 
77 pence of ſhillings of = part of a paund tray) and 
therefore he was of apimon, that the pound troy 
ſhould be coined into 57 fhillings ; which was dimi- 
niſning the value of the pound ſterling about ao per 
cent. or 3. Mr. Locke anſwered him very well, that 
the 75 pence were paid in clipped money, and that 
77 pence were not in weight above 62 pence 
ſtandard coin. This anſwer is quite ſatisfactory. 
But I aſk, whether Mr. Locke would have been of 
opinion that any man who had borrowed 1000 J. 
ſterling in this clipped money, ought to have been 
obliged, upon a reformation of the ſtandard; to pay 
back 10001. in ſtandard weight? Theſe gentlemen, 
Mr. Lowndes and Mr. Locke; examined very ſlightly 
the influence which altering the ſtandard - might 
have upon the intereſt of debtors and creditors; 
which is the only conſideration that makes the re- 
formation difficult to adjuſt at preſent. So great an 
influence in every political matter has the change of 
circumſtances! Credit then was little known; con- 
ſequently the maſs of debts in England was ſimall: 
now- it is uni verſally eſtabliſhed, and the mats of debts 
active and paſlive is very great, and forms à very 

conſiderable intereſt in Great Britain. n £1 
In thoſe days the landed intereſt, and the intereſt 
of the crown, were only attended to. Trade at that 
time was almoſt at a ſtop, and had been ruĩned by a 


piratical war. The evil was paſt a remedy, 


with juſtice. Credit was very low, and daily declin- 
ing, and demanded an inſtant reformation of the coin. 
Reſtoring the ſtandard was the moſt favourable, both 
for the landed intereſt and the exchequer; and ſo it 


was gone into. The nation, and every debtor, was 


robbed by their creditors ; but they did not-perceive 
it; and what we do not fee, ſeems to do us no _ 
N 2 e 
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The queſtion, therefore, is very different: circum- 
ſtances muſt conſtantly be examined, and according 
to theſe every political queſtion muſt be decided. 
I have already obſerved, how the introduction of 
milled coin had the effect of introducing the clipping 
of that part which had been coined with the hammer. 
Guineas, at the revolution, (if I am well informed) 
paſſed for 21 ſhillings and ſixpence. Gold was then 
to ſilver, over all Europe, rather above the propor- 
tion of 1 to 15, as appears by the famous regulation 
in 1690, called the convention of Leipzick, when 
the German coinage was ſettled; and it appears alſo 
by the proportion obſerved in France; and in Spain 
it was ſtill higher, being as 1 to 16. At this rate 
we may be certain, that at the revolution the Engliſh 
ſilver was ſtandard weight; becauſe the guinea being 
left to ſeck its own price above 20 ſhillings, the 
ſtatute value, did not rife above 21 ſhillings 6 pence, 
which marks the proportion to have been as 15.6 is 
to r The guinea, therefore, would not have failed 
to have riſen higher, had the filver coin been light. 
From 1692 to 1695, that is, in three years time, 
(Locke's: Further Conſi. p. 54.) the progreſs of clip- 
ping went on with ſuch rapidity, that guineas roſe 
from 21 ſhillings 6 pence, to 30 ſhillings; and ac- 
cording to a very ſenſible letter which lies before me, 
ſigned G. D. and printed in 1695, intituled, A Let- 
ter from an Engliſb merchant at Amſterdam, to his friend 
in Lyndon;: I find there was at that time no determi- 
nate value at all for the pound ſterling: fo great 
was the difference of the'currencies! As a proof, he 
ſays, that 100 pounds ſterling in filver, which ought to 
weigh ga pounds troy, . werghed then commonly between 14 
and 18. At which rate guineas were very cheap at 
30 ſhillings: they were worth above 40 ſhillings : 
and Davenant ſays, that five millions then borrowed 
by the ſtate did not produce the value of two millions 
and a half, eon | p 9 
Politicalcir- It would be foreign to the preſent purpoſe to enter 
| ey into a particular diſquiſition, in order to ſhew the 
| chavged. difference between the political ſtate of England 
| | | then, 
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then, and at preſent: let it ſuffice to remark in ge- 


neral, 

|. That there was then no poſſibility of determining 
what the current value of a pound ſterling was. It 
varied every month, and was daily declining. At 
preſent it is nearly of the ſame ſtandard as it has been 
for many years, 

II. The money-unit then had nothing to preſerve it 
at any determinate value. The ſilver, to which it 
was affixed, was clipped three times in a year, while 
the gold fought its value as a commodity. At pre- 
ſent the gold cannot vary ; the guinea is fixed, and 
muſt paſs for 21 ſhillings, let the ſilver be ever ſo 
light; and this gives a determinate value to the 
pound ſterling. 

III. In 1695, the whole diſorder had been coming 
on with rapidity ; at preſent it has advanced with im- 
perceptible ſteps : conſequently, 

IV. At that time the number of permanent con- 
tracts which ſtretched beyond the æra of the debaſe- 
ment of the ſtaadard, were many ; at profont they are 
few. 
V. In 1695, a money'd intereſt was hardly know, 
The rich had their money in their cheſts ; now they 
have it in their pocket-book, 

VI. The difference between the currency and the 
legal ſtandard jn 1695, was one half; at preſent it is 
one twentieth, 

VIL The debts of the nation did not then exceed 
12 millions: now they exceed 140“. 

VHI. Many ſums then had been borrowed on 
alignments of certain branches of the exciſe, the 
amount of which was uncertain, and deficiencies 
(which in ſuch caſes are unavoidable) were not made 
good to the creditors, At preſent all is paid in de- 
terminate ſums of pounds ſterling. 

IX. Andlaſtly, the queſtion was not underſtood. 
Locke and Lowndes felt, but did not ſee diſtinctly, 
wherein the difference of their ſentiments con- 


® In 1566. 
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ſiſted : and thoſe who only feel never deſcribe with 
perſpicuity. 

It as then generally imagined that a pod could 
never be more than a phund; but at preſent people 
know how to reckon coin by grains, and ſee clearly 
that 1718 is more than 1638. 

For theſe reaſons I apprehend, that a ſcheme, ſimi- 

lar to that propoſed by Mr. Lowndes, may now be 
mentioned without offence, that the people of Great 
Britain are juſt now as good judges of what 1s for 
their intereſt, as they were in 1695. And if the 
deciſion of a former parliament is alledged in favour 
of the old ſtandard, 1 anſwer, that ſuch arguments 
are only good, when people are diſpoſed to pay a 
greater deference to the ſentiments of their fathers 
than their own; which | am apt to believe is not the 
_ cale at preſent. 


q Reconcilia- If theſe anſwers are found ſatisfactory, we may 


tion of the 


wo opini- conclude, that in whatever way the diforder of the 


1 Britiſh coin is removed, the change ought to be made 


in ſuch a manner as neither to benefit or to prejudice 
any, but ſuch as have loſt or gained by the debaſe- 
ment of the ſtandard, Left, however, that theſe an- 
ſwers ſhould be perplexing only, without drawin 
conviction along with them, (which in matters of 
diſpute is frequently the caſe) I ſhall ſay ſomething 
further upon this ſubject, with a view to reconcile two 
opinions, which are perhaps more oppoſite in ap- 
pearance than in reality, 

I have already apprized the reader, that I pretend 
to reaſon only upon principles, not upon exact in- 
formation of facts. Circumſtances which are hid 
from me, will nevertheleſs work their full effect, 
and may render the beſt deduced principles delufive, 
when, without attending to them, we pretend todraw 
concluſions. | 

Now, ſuch circumſtances in the preſent caſe there 
muſt certainly be; otherwiſe every body in England 
would agree, that the ſtandard is at preſent actually 
debaſed, and that the reſtitution of it would effectu- 
ally be raiſing it from what it has been for theſe 

many 
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many years. Upon this ſuppoſition, the conſequen- 
ces we have drawn muſt be lowed by every body 
to be juſt and natural. * Ing 

Nothing, I think, is more certain, than that all 
men would be of the fame opinion upon every pro- 
poſition, were fuch propoſttions well underſtood, and 
did all parties make the application, of them to the 
ſame object, and in the fame ſenſe. | 

If this be true, let me try to give a reafon how it 
happens that there are different ſemiments in England 
upon the method of reſtoring the ſtandard. 


d 153 


[. Firſt then, the queſtion is not underttocd; and The quet- 


the principal thing which obſcures TON ideas 
concerning it, is their conſtantly attend! 

nominations of the money of accompt, in of at- 
tending to the denominations of the coin. Theſe two 
things are univerſally confounded. A pound ſterling 
is always a pound fterling nodoubt; but the grains 


ſilver which compoſe one pound ſterling are not the ſame 


in number with thoſe which compoſe every pound ſter- 
ling. Now the moment money is reahaed in the metals, 


and that the ſtandard meafare of value is affixed to them, 


let them be worn or not, it is very evident that no- 
thing but the grains of the metal in the ſeveral pie- 
ces can repreſent the ſcale by which the coin be- 
comes a meaſure of value. When ever, therefore, 
people loſe fight of this undoubted truth, and be- 
gin to meaſure by the denominations of the ideal mo- 
ney of accompt, without exaruning whether that 
value be exactly realized or not, it is juſt the fame 
thing as if they were to meaſure a length upon a plan 
without adjuſting their compaſſes to the ſcale, and 
upon a bear ſuppoſition that the opening they had, 
by accident might anſwer to the length they were 


to mealure. 


tion in diſ- 
pute is not 
to che de- underſtood. 


Ul. The ftate, in every country almoſt, is negligent ON 


in inſtructing the people of the conſequence 


every iſtic of a 


variation in the coin; and likewiſe negligent in pro- n 
vidmg againſt the inconveniences which refult from 2 
all changes in thoſe matters. It is not to be ſup- 


poſed chat the common people can exactly compre- 
js N4 hend 


1 
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= hend the conſequences of making a pound ſome- 
times conſiſt of more ſilver and ſometimes of leſs. 
When the pieces are heavy however, they weigh 
them in their hand, and ſay. this is, good money; but 
when they find that they muſt give as much in tale 
of this good money to pay their debts, as if it had 
been light, they feel a regret, but they do not | ſee 
the injuſtice of ſuch a regulation. 
Further, when people And that upon a reformation 
of the coin they are ſtill obliged to acquit their obliga- 
tions with the ſame denominations as before, is it not 
very natural for ſellers to inſiſt upon having the former 
prices for all ſorts of commodities, This, is the reaſon 
why the univerſal experience of France (which nation 
has been more accuſtomed to variations in their coin, 
than England) proves that merchandize does not imme- 
diately riſe and fall according to the variations of 
the coin. But the operations of foreign trade, which 
are immediately felt and profited of by the trading 
part of the nation, inſenſibly affect the dealings of 
the body of the people, and produce after a certain 
time, thoſe effects, which ought to have followed im- 
mediately upon the innovation. | 
Principles Now it 1s very certain that the principles we 
BEY rate their have been laying down will not, in practice, anſwer, 
Ii et wi” unleſs the ſtate ſhould lend a hand, both by inſtruc- 
WEE tance of the ting their ſubjects in the nature of the change intend- 
WL ** ed, and by interpoſing their authority to tee juſtice 
1 done among them. Fs 
I Wben pe- Thoſe who oppoſe the doctrine we have been lay- 
Rand ane ing down, go upon the ſuppoſition that the law ought 
another, to order all obligations to be acquitted according to 
agree, their denomination after the reſormation of the ſtan- 
dard. I go upon the ſuppoſition that it is juſt they 
ſhould be acquitted according to the wia value. 
Where then lies the difference between our ſenti— 
ments? We are of the ſame opinion, as to the main 
queſtion: for were it true that prices were not to 
ſink 5 per cent. after the reformation, I ſhould be the 
laſt man to propoſe, - that debtors ought to be allow- 
ed converſions in paying with the new 1 ns 
: up- 
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1 ſuppoſe chat thoſe who ſupport the contrary ſenti- 


ment would be juſt as little inclined to oppoſe a con- 
verſion, upon the ſuppoſition that ninety five pounds, 
after the ſuppoled reformation, were to be equiva- 
lent, to all intents and purpoſes, to a hundred at 
preſent. | 


III. The cleareſt and the beſt reaſons'T have met Permanent 
with upon this ſubject, are apt upon ſome occaſions nige e 


confounded 


to confound the two ſpecies of circulation which we sich fale in 
have endeavoured carefully to diſtinguiſh ; to wit, dpute. 


the involuntary which takes place in acquiting con- 


rafts already made, with the voluntary which takes 


place in common fales: As an example of this, and 
as a means of reconciling opinions, and not with any 
intention of entering upon refutations, | ſhall here ex- 
tract a paſſage from Mr. Harris upon coins, Part 
II. p. 96. and infert in Italics what 1 think will ex- 
plain the difference between our ſentiments. | 

* You affirm (ſays he) that if the rate of a gui- 
« nea be reduced one ſhilling, there would be a loſs 
Hof the one and twentieth part upon all the guineas 
in the nation;“ (yes, as often as the debtors might be 
obliged to give them lo their creditors for pounds ſterling ) 
but that there would be no loſs at all upon gui- 
„ neas, if they were ordered to paſs for twenty 


one ſhillings, having in them no more ſilver than 


there is at preſent in twenty ſtandard ſhillin 
(no, certainly; becauſe the debtor would pay his debt with 


the "ſame number of guineas which he had borrowed.) 
* Strange, very ſtrange indeed, that there ſhould be 


* ſuch magic 1n the word ſhilling, and the number 
* twenty one, as to make the fame thing, only cal- 
ing it by different names, have ſuch different ef- 
fects! It is ſcarce neceſſary to take any further 
notice of ſuch a mere jingle of words; but out of 


of regard to thoſe who may be deceived by them, 

* if any ſuch there can be, I ſhall endeavour to 

* ſhew, that our ſcheme is more favourable to them 

than their own. 

* It is ſelf-evident that the nation would not loſe 
one 


tenderneſs to theſe young logicians, but more out 


ſ 
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one farthing upon all the gold it exported, by a 
reduction of the mint price of gold: for this re- 
« duction would not in the leaſt debaſe the intrinſic 
quality of the gold, and every guinea that went 
into foreign parts, would fetch there as much 
'« afterwards, as it doth at preſent.” 

What I have put in Italics clears up the opinion 
which the author endeavours to refute. He ſeems 
much ſurprized to find magic concealed under the 
word Hilling, and twenty one, whereas there are no 
words more magical in all the jargon of aſtrology 
than in theſe, and in every term relating to the de- 
nominations of money of accompt. Is it not very 
magical, that the ſame quantity of ſilver at preſent 
found in twenty one light ſhillings, being coined in- 
to twenty ſtandard ſhillings, ſhould only acquit a 
pound ſterling of debt, and that were it coined again 
into twenty one ſhillings, it would acquit one pound 
one ſhilling of debt? Nay more were it coined in- 
to a hundred ſhillings, it would acquit a debt of 
five pounds. 

The doctrine, therefore, which the author endea- 
vours to combat in this place, is not fo ridiculous 
as it appeared to him; but he has not, in this 
place, attended to the difference between paying 
what one owes, and buying merchandize in the courſe 
of foreign trade. Let me illuſtrate this by an example. 

I come to my creditor with a guinea, and I ſay, 
owe you twenty one ſhillings; there you have 
them. No, ſays my creditor, that piece is but twenty, 
by the new regulation; I muſt have one ſhilling more. 
There is no reaſoning here, the denomination of the 
coin muſt decide between us, not the weight, not the 
intrinſic value of what I had borrowed. Bur I go to a 
ſhop to buy a hat, the hatter aſks twenty ſhillings; I 
offer him a guinea and demand a ſhilling to be return- 
ed; ſays the hatter, That guinea is worth but twenty 
ſhillings: Very well, ſay L if my piece of gold is 
worth no more than 20 ſhillings, your hat was, yeſter- 
day, worth a ſhilling leſs than it, and, conſequently, 
to day is worth no more than 19 ſhillings. 


In 
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In the laſt example, magic has no effect, and to 


ſuch caſes Mr. Harris has attended in the paſ- 


ſage cited; but in the firſt, the magical word of a 
ſtatute, is capable to undo one half of the nation; al- 
though their ruin does not imply the exportation of a 
ſhilling out of the kingdom, or any benefit to foreign- 
ers, unleſs they be creditors to Great Britain. 
IV. The ſentiments which the people of England. The interen 
generally form upon this ſubject, are directed by thoſe 2! ee 
of the higher claſſes. Theſe are all of the claſs of predomi- 


nant, and 


creditors, and very naturally retain ſentiments ana- 2 


logous to their own intereſt. I am far from infinuat- the opinion 


ing any thing here to the prejudice of this claſs; all“ “on. 
mean is, that upon an obſcure point, people lean 
naturally to that fide which favours themſelves, eſ- 
pecially when the nation's intereſt, and the intereſt of 
juſtice, do not evidently declare againſt it. | 

I call the higher claſſes of a people creditors ; be- 
cauſe they live upon a fortune already made, and 
draw their income from permanent contracts: and 
thoſe are the debtors, who are bound on the oppoſite 
fide of fuch contracts. Beſides theſe two intereſts, 
there is another, which can never be at the mercy of 
any arbitrary regulation as to money: thoſe, to wit, 
who live upon their induſtry, and who enter into no 
contract but that of ſale : they regulate their prices 
according to the intrinſic value of the coin at the time; 
whereas the others who are engaged in permanent 
contracts, muſt regulate their's according to the words 
of their contract, and the interpretation which the 
law puts upon thoſe words. Every man, therefore, 
whole fortune is already made, either in land, money, 
or ſalary, has an intereſt in ſeeing the ſtandard raiſed, 
and thoſe who are bound in permanent contracts with 
them, are thoſe only who can be hurt by it. 

Further, the higher claſſes in Great Britain have al- 
ways the penning of the law. Is it then ſurpriſing, 
to find the intereſt of creditors conſtantly attended to, 
in new regulations of the ſtandard? When Princes 


arbitrarily debaſe the ſtandard, they debaſe it becauſe 
pad 
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ors : their expence then exceeds their income. On 
the contrary, when wars come to ceaſe, and when 
their expences are reduced within the compaſs of their 
revenue, they raiſe the ſtandard :; becauſe they be- 
come then of the claſs of creditors. 

This principle is a key to all the myſtery of the 
raiſing and ſinking of the numerary value of the French 
coin in former times, before public credit was eſta- 
bliſhed among them. 

Now let us apply this reaſoning to the preſent caſe, 

Since in all changes upon the coin we find (of late) 
the intereſt of creditors conſtantly attended to in Great 
Britain, is it not very naturally for people to reaſon 
upon the ſuppoſition that there is no injuſtice in raiſ- 
ing the ſtandard, and is it not natural to ſuppoſe that 
government will act upon the ſame principles in their 


tuture regulations of the ſtandard as upon the laſt 


occaſion in 1695 ? Every one, therefore, whoſe for- 
tune is made, finds it his intereſt to have the ſtandard 
brought back to what it was formerly ; and he does 
not perceive the injury ſuch a regulation would do 
to his debtors, On the other hand, the merchants 
ſee plainly that if this ſtandard ſhould be reſtored up- 
on any imaginary principle of juſtice, the prices of 
commodities will not fall as they ought to do, and as 
foreign trade requires they ſhould ; they are there- 
fore againſt raiſing the ſtandard, becaule it will bea 
prejudice to trade, a clog upon exportation, and 
therefore a loſs to themſelves. c 
This, I think, very naturally accounts for the dif- 
ference of opinion among the people of England, up- 
on a matter of very general concern, and nothing is 
ſo eaſy as to reconcile all thoſe intereſts by doing juſ- 
tice to every one, and injuſtice to none. 
Application As an illuſtration of this ſubject, I ſhall cite a re- 
of principles cent example of a change made in the circulation of 


——— Dutch ducats, executed by that wiſe nation, ſeem- 
ly made by ingly in direct oppoſition to the principles here laid 
with re- down, and exactly conſiſtent with thoſe we are endea- 


pet ©. vouring to explode. 


The 


at ſuch a time they are virtually in the claſs of debt- 
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The States General lately called down all the light 
ducats, and ordered themto go by weight; as bullion, 
without making any allowance: to ſuch as might ſuf- 
fer by it. 

This regulation, and a new coinage of ducats, had 
the immediate effect of raiſing the value of that ſpe- 
cies of current money; conſequently, it may be ſaid, 


that debtors by that regulation have been proportio- | 


nably hurt, by an act of one of the wiſeſt governments 
in Europe, if our principles are admitted to be juſt. 
But before this concluſion can be drawn, circumſtan- 
ces muſt be examined. 

Ducats in Holland are the price, not the meaſure of 
value, having no fixed legal denomination. The 
current ſilver coin is what the ſtate, and all the mer- 

cantile intereſt attend to: and in proportion as this 
current ſilver coin or bank ſpecies is become light, the 


agio upon that currency has riſen. The agio, then 
in combination with every currency, furniſnes an in- 
variable meaſure for value, as well as the bank money 


of Amſterdam; and to that r one attends who 
regards his intereſt. 
The ſtate, therefore, by this arbitrary meaſure, or 


ſudden revolution on the ducats, did not hurt any 2 


debtor; becauſe debtors never were obliged to give 
ducats in payment. 

Will any one ſay that the Dutch ſilver currency, 
now that the agio is high, is of equal value in inland 
dealings as formerly when it was low: and muſt not 
the ſame argument hold with reſpect to the currency 
of Great Britain, although no ſuch thing as agio 
be there known,? Or _ it be ſaid, that becauſe 
the Dutch, who have an invariable meaſure of value 


independent of their coin, make an arbitrary operation 


upon their currency, which is only price; that there- 
fore the Engliſh, who have no invariable meaſure of 
value independent of their coin, may make a  limilar 
operation upon theirs ? | 
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Thus it is chat 8 fluence; our. r. deciſ· Alldecifions 


ons upon all political matters ; and principles, well 
deduced do, not ceaſe to be-true, although they ap- 


ia political 
queſtions 
depend 
upon cir- 


pear cumſtances 


Theſe pro- 


poſitions ap- 
pear contra- 
dictory. 


their preciſe value. 


An. INQUIRY rwTo Tat PRINCIPLES. Book III 
pear contradictory to experience, in cafes where e 
circumſtance is not exactly known. For this reaſon, 
I ſhall be very far from deciding as to the part proper 
to be taken by the Britiſh government ; I gono fur- 
ther than to point out plain principles; it is the bu- 
_ of ſtateſmen to apply them according to circum- 

pa | 


CH A P. XIII 


In what Senſe the Standard may be ſaid 10 have been 
debaſod by Law, and in what Senſe it may be ſaid 


to have ſuffered a gradual Debaſement by the Opera- 


tion of political Cauſes. 


N the courſe of this inquiry, the ſtandard has been 
repreſented ſometimes as having been debaſed b 
law, above thirty years ago, to 113 grains fine gol 


at which it remains at preſent, and ſometimes as hav- 
ing gradually declined for theſe many years. 


Theſe propoſitions are true, though they appear 
inconſiſtent, or at leaſt inaccurate ; and they muſt 
now be ſet in a clear light. 

I have had no opportunity of tracing the progreſs 
of the variations as to the price of the metals in the 
Engliſh market from the beginning of this century ; 
and to ſupply the want of exact obſervation, I have 
gone upon the following ſuppoſitions : 1. That while 
the guineas were left to find their own value (being 
regulated by the law below their worth, and not being 
conſidered as a lawful money) they naturally would 
fix themſelves according to the market proportion of 
the metals. 2. That, at the time the ſtandard was 
affixed to the guineas in conjunction with the ſilver, 
and both were made lawful money, the value of the 
guineas was exactly inquired into and regulated at 
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From theſe cireumſtances 1 conclude, that after peda by 
this/ affrring the ftandard to both ſpecies, the leaft 9 when 
variation in the pro 


portion of the metals muſt have the gold. 
had the efteQ of throwing" the ſtandard (as I may call 
it) upon that metal which was the leaſt valuable in the 
coin: and ſince it is certain, that for thirty years 
backward, at leaft, gold coin of equal denomination 
has been leſs valuable than filver, payments haye 
been, made, commonly 
of law, while the ſilver has been melted down or ex- 
; for thete reaſons, I have frequently repreſent 

ed the ſtandard as long ago debaſed by law to the va- | 
lue of 113 grains fine gold; and ] believe I have ad- 
vanced nothing but the truth. | 

Here we may conchude, that it is impoſſible for he 
any law to keep the ſtandard attached boch to the which the 
gold and the filver coin at once, without preſervimg ie propor. 
conſtantly the market proportion of the metals at par, don of che 


metals has 


with the numerary value of the coins. The riſe of upon melt - 


ſilver for one weck in the London market” is a cauſe ug be io 


of the ſilver coin's being melted; and during thatluiog pa- 
week, all payments will be made in gold. If theweats. 
week following, gold ſhould riſe above the proporti- 

on fixed in the coin, gold coin would be melted, and 
payments would be made in filver. 

I do not, at preſent, conſider the ſmall circulation ei- Payments 
ther among the nobility, or among the commons ; tbr 
but I attend to the great circulation among bankers; 1 
who have all the ſpecie in the nation in their hands ber. 
once in a year; and I ſay, that the payments they 
make influence thoſe of all others. Every 
gentleman ee the money his banker gives 
him: did the of England find its intereſt in pay- 
ing in ſilver, would it not ſoon become plentiful in 
circulation, and would not payments begin to be 
made in it preferable to gold ? 

The ſtandard, therefore, has been debaſed by law 
by being affixed to the gold, of which metal the 
pound i ſterling has uniformly, for theſe thirty years 
paſt, ' been worth 113 grains, in new guineas. x | 
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But I have alſo faid, that the ſtandard has been 


jected, that if a pound ſterling was, thirty 7s ago, 
equal to 113 grains of gold, if it has ever 


ſince at that ſtandard, and if it be to-day 113 grains 
of gold, it cannot be ſaid to have been gradually di- 


upon our principles. 


mene. The ſtandard affixed to the gold has been in 


ard graJu- 


ally bebaſed, ing, becauſe theſe 113 grains of gold have been di- 


Aae des miniſning in their value with regard to the fibver. 


1 the eee in 1728, was fixed at 21 ſhillings, 
erling was fixed thereby at 113 grains fine 
| . as has been ſaid; conſequently, if that weight 


of gold was then worth 1718. fine filver, there was 


no debaſement made by that ſtatute: but in conſe- 
quence of that ſtatute, the debaſement muſt: take 
place the moment the filver role in its value. 
lam not authorized, by any fact, to advance, thar 
at the time the guineas were brought down from 21 
ſhillings 6 pence to 21 ſhillings, the metals in the 
coin were not put at the exact proportion they, then 
bore in the Engliſh market. The great Sir Iſaac New- 


ton was the perſon conſulted in that matter, and to 


criticiſe his deciſion without plain evidence, would 

be raſh. All I ſhall ſay is, that in France the propor- 

tion then was 1 to 141, although according to the 
Engliſh ſtatute it was regulated as 1 to 15.112 

dun propor Let us therefore ſuppoſe, that in 1728, the metals 


tion of the 


metals, in were at the proportion of 1 to 18.21; and that 113 


1725, tup- grains of fine gold were really worth * 7 — of 


ſed to 

ve been fine ſilver. | 
s But the ſilver baving ins the ſtandard, for this 
By what Teaſon has been thrown upon the gold, and has con- 


progrefioo ſtantly remained at 113 grains (that is, in new gui- 


the ſilver 
ſtandard has eas ;) and as the metals have varied from the pro- 


veen debai- portion of 1 to 15.21, to that of -1 to 14-5, bx the 


ſame ſteps has the value of a. pound ſterling, in flyer, / 


changed from 1718.7, to 1638.5; which 1638.5 


is to 113 as 14.8 is to 1: and were the pro- 


portion between gold and filver to come by 
degrees 


gradually diminiſhing ; conſequently i it might be ob- 


miniſhing. The anſwer is evident, when we "rae | 
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degrees to the Chineſe proportion of 1 to io, the pound 


ſterling would ſtill remain at 113 grains of fine gold. 

as it has been ſince the year NN % „ 

would either be melted down, or ſo rubbed away, as to 

make a pound ſterling of it weigh no more than 1120 

grain; of fine ſilver, ſo as to bring it to the proportion 

of 10 to 1, together with the metals. 
Does not this evidently ſhew the defect of fixing 

the ſtandard either to one or to the ſpecies ? 

As a further illuſtration of this matter, which, be- 

cauſe of its importance, cannot, I think, be too of- 

ten repeated, I ſhall ſhew, in a very few words, hov- 

far people are miſtaken, when they imagine that by 

reducing the guineas to 20 ſhillings, and re-coining 

the ſilver according to the plan propoſed, the ſtan» 

dard of the pound ſterling will be, brought to. that 
When Elizabeth fixed the ſtandard of the pound The fins. 

ſterling at 1718. grains of fine ſilver, the proportion got Es 

of the metals, according to the table in the.efſay of fond fer- 

money and coins above cited, was as 10 905 to 1317167 

conſequently that pound paid in gold was, in 160 est fl. 

equal to 1.59.6 grains of fine god. 43% at, 
Had, therefore, by accident, the ſtandard been geld, boch 

then fixed to the gold, in place of the ſilver, and had 

the ſilver ever ſince. been conſidered as a commodity, The evld 

the pound ſterling at preſent would be worth 1) 6 her bund 

grains of fine gold, and conlequently worth 229g. 3 nb. a 

grains fine ſilver, at the proportion of 14.5 to 1.544854 

whereas, having been fixed to the ſilver, it has 999 

kept at the old ſtandard of 1718.7, and conſequently. ** 

is worth no more than 1 18.5 grains of fine gold... 
Now ſuppoſing that in the year 1601, three diffe- The varis- 

rent payments of a pound ſterling had been made, m of te 

and locked up in a cheſt till this day, let us inquire produced 

what would be the value of each at preſent, were Mee ter 

they to be melted down, and (old as bullion in the ads f Eu- 

Engliſh market. The firſt payment 1 ſhall ſuppoſe 

to have been made in ſilver, to the value of 1918.7. 

grains fine ſilver, which make of ſtandard ſilver 

1858.06 grains; this ſold at the rate of 65 pence 


Vor. I be * 
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One worth at the rate of the gold, when full weight, makes 
pee f g 11 ;. Th The ſecond pay ment I ſhall ſuppoſe to 
rency ave been made in gold, to the value of 157.6 grains 
Another fine gold, which ma es of ſtandard gold 171.9 grains, 
worth 15 of the mint price of gold, that is, C 3 * 1027 
£1 7 164 n ounce, makes of preſent ſterling, £1 + 10 
The third payment I fuppoſe to have been mad 
ong half in gold, one” half in ſilver, which makes 
859.36'1 grains fine filver, and 78.8 grains of fine 
Anas gold, Which, at the above conyerſions, makes for 
{1 4 5: the ſilyer - - as > 4 
A for the god - 40 2 It, 


To ether - [Ty - + FIT: I 4 5 1 
Abe lane Hete we have Gres different pounds ſterling, pro- 
noch 4 meu purely by the variation in the proportion of 

the metals, although in 1601, they muſt have been 


#lizabeth 
rnd fer abfolutely the ſam-. Which of the three, therefore, 
lag, and is tlie ſtandard of Elizabeth? Is it not evident, that 
n it can be no other than 2 to the value of 
grains fine that- pound which. was paid, hal old, and half 
gn in ſilyer? And is it not alfo — chat this is the 
gen. exact arithmetical mean proportional between the 
gold and the ſilver? Let the ſilver and the gold pounds 
be added together, they make Z 2 8 103; the half 
of Which is the value of that pound which was paid 
half in Fold, and half in ſilver, to wit, G1 4 5 of 
the preſent gold currency, reckoning ſtandard ſilver 
at 65 pence per ounce, and gold at the mint price. 
To realize this value exactly in gold and ſilver, while 
the proportion remains as 1 to 14.5, it would be pro- 
per to put into the pound ſterling 2001.9 grains tro 
fine frlyer, and 138.04 grains of fine gold. Theſe 
quantities of the metals would anſwer exactly to 
the value of { 1 4 10, the mean proportional 
above mentioned. 

Here then is the ſtandard of Elizabeth : if it has 
any excellence in it above all others, it might be 


preferred. 
It 


an ounce, the preſent ſuppoſed value of ſilver, 
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u muſt however be obferved, that it will remuinget = | 


the ſtandard on 
upow whictr it has been e ſhed; ſhalt remain un- 
varied between the metals; and it will vary from 
where it might be at preſent ſettled, in rhe fame man. 
ner as it has varied at all times from the year 1687, 
to wit, according to the viciſſitudes which ſhalt 
pen in the proportion of the metals. Bur ar e&v 
period of time, and in att different varieties of pro- 
por tio between gold and ſilver, no problem is more 
eaſily reſolved than that of the meam proportional bec 
tween thegold and ſilver, the moment one knows the 
proportion of the metals at the time; as ſhall be 
demonſtrared in a following chapter. 

During the whole ſeventeenth century, 
in its value or to 
do, the proportion 
that of 1 to r0. 905, to that of 1 to 15; and in Spain 
it got up to that of & to 16. The ſtandard} there” 
fore, being fited by Elizabeth to the ſilvery, was then 
attached to that metal which was the leaſt for 
for; and who Knows whether the mereantile intereſt 
at that time, and in the ſacceeding* reigus, did not 
find it their intereſt to keep it attached to the ſilver, 
for the ſarne reaſon they now wiſh it attached to' the 
gold? 


whillt che proportion of f t& 16 <6 mw 
c. Sry 1 


rel vols, 
eis this as the French writerbebelg os 
the metals was inrreuſig, fromc=tury 3 


Since the beginning of this century the rnetals/haveand filver 


taken a different turn, and now the 


ee. 


miniſbing ; that is to ſay, the value of ber i5 ring; ginving of 


the conſequence of which is, that the mercantile in- 
tereſt would 
gold; becauſe in this caſe, (the proportion of the 
metals being upon the diminiſhing hand) the ſtan- 
dard of the pound will gradually diminiſh;: and trad- 
ing men will thereby gain, according to the princi- 

ples above laid down. | 
From what has been ſaid, the reader may recon- 
cile me with myſelf, when I ſometimes have ſpoken 
of the ſtandard of the pound ſterling. as having been 
debaſed by law thirty years ago, to 113 grains of 
gold ; and when, upon other occaſions, I have repre- 
O 2 ſented 


gladly have the ſtandard fixed to the 


century. 
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ſented it as having deſcended by degrees to where it 
is at preſent. Had I involved my reaſoning in all 
the diſtinctions which I have now explained, I ſhould 
have loſt my way, and perplexed my ſubject, inſtead 
of throwing light upon it. I ſhall hereafter examine 
how theſe circumſtances may be attended to in a new 
regulation of the mint. 

roviding the ſubject be well underſtood, men of 

capacity will be found to execute this great opera- 
tion according to juſtice, in ſpight of the moſt per- 
plexing combinations. 
bal Let me here recapitulate a few poſitions, which 
.- we may now have occaſion toapply. 
=o Some pot: I. The ſtandard is debaſed by being fixed by ſta- 
cles P” tute to 113 grains of fine gold, not by the act of fix- 
| ing it, but by the riſing of the ſilver ſince that time, 
which the ſtatute could not prevent: and gold being 
now the metal the leaſt ſought for, is become the 
ſtandard of the pound ſterling, and regulates its va- 
lue fo, that no ſilver coin, which is above the pro- 
portion of the gold, can remain in currency. 

IT. That according as the proportion of the metals 
ſhall diminiſh from what it is at preſent, the ſtandard 
will ſtill fall lower with reſpect to filver, but will re- 
main fixed with reſpect to gold, at 113 grains. 

III. That the true value of the pound ſterling will 
always be found in the mean proportion between 113 

grains fine gold, and 1638.5 grains fine ſilver. 
IV. That if light guineas are allowed to pals cur- 
rent, the ſtandard will fall below the 113 grains, and 
the price of gold bullion will riſe above 3 17 10+ 
in the Engliſh market. 

V. That upon calling in the light guineas after- 
wards, a hurt will be done to all thoſe who have 
contracted during'their currency. 


CHAP. 
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it 
all 
1] | 
— CHAP. XIV. 
ine 
5 Circumſtances to be attended 10 in @ new Regulation of 
of the Britiſh Coin, 
ra · | 
51 THINK I have ſufficiently laid open all the 
ich principles which can influence a new regulation 
of the Britiſh ſtandard, as far as a change may influ- 
ta- ence either the value of the money- unit, or the in- 
x- tereſts within the ſtate. 
ne, As to the firſt, it has been ſaid above, that if, 
ing the future regulation, any change whatſoever 
the be made upon the value of the money- unit, as it 
Va- ſtands at preſent, the adopting any other whatſoever 
ro- is a thing purely arbitrary. 
To people who do not underſtand the nature of The adopt- 
als ſuch operations, it may have an air of juſtice to _ K 
ard port the unit at what is commonly believed to be the Elizabeth. 
re- ſtandard of Queen Elizabeth, to wit, at 1718.5 of juſtice. 
grains of fine ſilver. 
vill The regulating the ſtandard of both ſilver and ade 
13 gold to 3: fine, and the pound ſterling to four ounces mary 1. 
ſtandard filver, as it ſtood during the reign of Queen 
ur- Mary I. has alſo its advantages, as Mr. Harris has 
nd obſerved. It makes the crown piece to weigh juſt 
04 one ounce, the ſhilling four penny weight, and the 
penny eight grains; conſequently, were the new 
er- ſtatute to bear, that the weight of the coin ſhould 
zwe regulate its currency upon certain occaſions, the 


having the pieces adjuſted to certain aliquot parts of 
weight, would make weighing eaſy, and would ac- 
cuſtom the common people to judge of the value of 
money by its weight, and not by the ſtamp. 

In that caſe, there might be a convenieney in 
ſtriking the gold coins of the ſame weight with the 
lilver ; becauſe the proportion of their values would 
O 3 then 


* . 
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then conſtantly be the ſame with the proportion of the 
metals. The gold crowns would be worth at preſent, 
37. 12.5. 6 d. the half crowns 1 J. 16 5. 3 d. the 
i old ſhillings 14 5. and 6. and the half x 5s. 3 4. 
his was antiently the practice in the Spaniſh 
mints. 

I have, in one place, mentioned the pound troy as 
the beſt weight of all for the pound ſterling ; and ſo 
it would be, were the pound ſterling, by its nature, 
ſuſceptible of being fixed to any determinate quan- 
tity of the metals. But what I there ſuggeſted was 
only thrown out to fhew, that the choice of any other 
value than the preſent is a matter of no conſequence, 
when all intereſts within doors are properly taken 
care of, and when confuſion and perplexity are 
avoided in making the alteration. 

Converſions The intereſts within the ſtate can, I think, be 
neceſſary in . * 
every ciſe. nowiſe perfectly protected but by permitting con- 
verſions of value from the old to the new ſtandard, 
whatever it be, and by regulating the footing of 
ſuch converſions by act of parliament, according to 
circumſtances. The intention of this chapter is to 
point out ſome circumſtances to which it would be 
proper to attend; and to propoſe a ſcheme of eſta- 
bliſhing a new ſtandard, which might perhaps render 
a = and regulations leſs neceſſary. 
Schemes are here propoſed, not to be adopted, but 
as a means of ſetting this important matter in diffe- 
rent lights, and thereby, perhaps, of furniſhing 
hints to ſome ſuperior genius, who may form a plan 
liable to fewer inconveniences than any I can deviſe. 
Every in- For this purpoſe, I ſhall examine thoſe intereſts 
the ſtate co which will chiefly merit the attention of government, 
ve examin- when they form a regulation for the future acquitting 
of permanent contracts already entered into. Such 
as may be contracted afterwards will naturally follow 
the new ſtandard. 5 
The landed intereſt is, no doubt, the moſt con- 
ſiderable in the nation. Let us therefore examine, 
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Landed in- 
tereſt exa- 
miped, 


in -the firſt place, what regulations it may be pro- 
per to make, in order to do juſtice to this = 
| C 
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claſs, with reſpect to the land- tax on one hand, and 
with reſpect to their leſſees on the other. 

The valuation of the lands of England was made 
many years ago, and reaſonably ought to be ſup- 
ported at the real value of the pound ſterling at that 
time, according to the principles already laid down; 
The general valuation, therefore, of the whole king- 
dom will riſe according to this ſcheme. This will be 
conſidered as an injuſtice; and no doubt it would be 
ſo, if, for the future, the land tax be impoſed as 
heretofore, without attending to this circumſtance; 
but as that impoſition is annual, as it is laid on by 
the landed intereſt itſelf, who compoſe the parlia- 
ment, it is to be ſuppoſed that this great claſs will, at 
laſt, take care of their own intereſt. 

Were the valuation of the lands to be ſtated ac- 
cording to the valuation of the pound ſterling of 
1718.7 grains of ſilver, which is commonly ſuppoſ- 
ed to be the ſtandard of Elizabeth, there would be 
no great injury done : this would raiſe the valuation 
only 5 per cent. and the land tax in proportion. 

There is no claſs of inhabitants in all England fo 
much at their eaſe, and fo free from taxes, as the 
claſs of farmers, By living in the country, and by 
conſuming the fruits of the earth without their ſuf- 
fering any alienation, they avoid the effect of many 
excites, which, by thoſe who. live in corporations, are 
felt upon many articles of their conſumption, as well 
as on thoſe which are immediately loaded with theſe 
impoſitions. For this reafon it will not, perhaps ap- 
pear unreaſonable, if the additional 5 per cent. on the 
land tax were thrown upon this clats, and not upon 
the landlords. | 

With reſpect to leaſes, it may be obſerved, that 
we have gone upon the ſuppoſition that the pound 


| ſterling, in the year 1728, was worth 1918.7 grains 


of fine ſilver, and 113 grains of fine gold.  _ 
There would, I think, be no injuſtice done the 
leſſees of all the lands in the kingdom, were their 
rents to be fixed at the mean. proportion of theſe 
values, We have obſerved how the pound ſterling 
_ has 


109 


200 
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has been gradually diminiſhing in its worth from 
that time, by the gradual rife of the ſilver. This 
mean proportion, therefore, will nearly anſwer to 
what the value of the pound ſterling was ſeventeen 
years ago; that is to ſay, in 1743; ſuppoſing the 
riſe of the ſilver to have been uniform: and ſeven- 
teen years, I apprehend, is not much above the 
mean proportion of the time elapſed of all the leaſes 
entred into with the landed intereſt of England. 

It may be further alleged in favour of the land- 
lords, that the gradual debaſement of the ſtandard 
has been more prejudicial to their intereſt in letting 
their lands, than to the farmers indiſpoling of the fruits 
of them. Proprietors cannot ſo eaſily raiſe their 
rents upon new leaſes, as farmers can raiſe the prices 
of their grain, according to the debaſement of the 


value of the currency. We have ſhewn how the 


operations of trade communicate their influence to 
country markets; but as the cauſe of the riſe of 
prices 1s not rightly underſtood by country people, 
and as it is commonly aſcribed rather to accident 
than to any thing permanent, it is eaſy to perceive 
how ſuch a circumſtance muſt be prejudicial to the 
landed intereſt. Theſe combinations are too com- 
plicated to fall under any calculation, and nothing 
but the wiſdom and penetration of the legiſlature is 
capable of eſtimating them at their juſt value. 

The pound ſterling, thus regulated at the mean 
proportion of its worth, as it ſtands at preſent, and 
as it ſtood in 1728, may be realized in 1678.6 grains 
of fine filver, and 115.76 grains fine gold; which 
is 2.4 per cent. above the value of the preſent cur- 
rency. No injury, therefore, would be done to 
leſſees, and no unreaſonable gain would accrue to 
the landed intereſt, in appointing converſions of all 
land rents at 2 + per cent. above the value of the pre- 
ſent currency. 

Without a thorough knowledge of every circum- 
ſtance relating to Great Britain, it is impoſſible to 
lay down any plan. It is ſufficient, here, briefly to 
point out the principles upon which it muſt be regu- 
lated. The 
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The next intereſt to be conſidered is that of the The intereſt 
lic creditors . 
examined. 


nation's creditors. "The right regulation of their 
concerns will have a conſiderable influence in eſta- 
bliſhing public credit upon a ſolid baſis, by making 
it appear to all the world, that no political opera- 
tion upon the money of Great Britain can in any 
reſpec either benefit or prejudice the intereſt of 
thoſe who lend their money upon the faith of the 
nation. The regulating alſo the intereſt of ſo great 
a body, will ſerve as a rule for all creditors who 
are in the ſame circumſtances, and will, upon other 
accounts, be productive of greater advantages to 
the nation in time coming, as we ſhall preſently 
make appear, | 

In 1749, a new regulation was made with the pub- 
lic creditors, when the intereſt of the whole redeem- 
able national debt was reduced to 3 per cent. This 
circumſtance infinitely facilitates rhe matter, with 
reſpect to this claſs, ſince, by this innovation of all 
former contracts, the whole national debt may be 
conſidered as contracted at, or poſterior to the 25th 
of December 1749. 

Were the ſtate by any arbitrary operation upon 
money (which oy reformation muſt be) to dimi- 
niſh the value of the pound ſterling, in which the 
parliament at that time, bound the nation to acquit 
thoſe capitals and the intereſt upon them, would not 
all Europe fay, that the Britiſh parliament had de- 
frauded their creditors. If therefore the operation 
propoſed to be performed ſhould have a contrary 
tendency, to wit, to augment the value of the pound 
ſterling, with which the parliament at that time 
bound the nation to acquit thoſe capitals and intereſts, 
muft not all Europe alſo agree, that the Britiſh 
parliament had defrauded the nation? 

This convention with the antient creditors of the 
ſtate, who, in conſequence of the debaſement of the 
ſtandard, might have juſtly claimed an indemnifica- 
tion for the loſs upon their capitals, lent at a time 
when the pound ſterling was at the value of the heavy 
hlver, removes all cauſe of complaint from that 

| quarter 
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quarter. There was in the year 1749, an innova- 
tion in all their contracts, and they are now to be 
conſidered as creditors only from the 25th of De- 
cember of that year. | 

I ſhall now give a ſketch of a regulation which 
may be made, not only for the national cre- 
ditors at preſent, but in all times to come, 
which, by ſetting money upon a folid footing, may 
be an advantage both to the nation, to the credi- 
tors, and to credit in general. 

Let the value of the pound ſterling be inquired 
into during one year preceding and one poſterior to 
the tranſaction of the month of December 174g. 
The great ſums borrowed and paid back by the 
nation, during that period, will furniſh data ſuffi- 
cient for that calculation. Let this value of the 
pound be ſpecified in troy grains of fine ſilver 
and fine gold bullion, without mentioning any deno- 
mination of money according to the exact propor- 
tion of the metals at that time. And let this pound 
be called the pound national credit. 

This firſt operation being determined, let it be 
enacted, that the pound ſterling, by which the ſtate 
is to borrow for the future, and that in which the cre- 
ditors are to be paid, ſhall be the exact mean propor- 
tion between the quantities of gold and ſilver above 
ſpecified, according to the actual proportion of the 
metals at the time ſuch payments thall be made; or 
that the ſums ſhall be borrowed or acquitted, one 
half in gold and one half in filver, at the reſpective 
; requiſitions of the creditors or of the ſtate, when bor- 
rowing. All debts contracted poſterior to 1749, 
may be made liable to converſions. 

The conſequence of this regulation will be the in- 
ſenſible eſtabliſhment of a bank- money, the uſefulneſs 
of which has been explained. Nothing would be more 
difficult to eſtabliſh by a poſitive inſtitution than ſuch 
an invariable meaſure, and nothing will be found ſo 
eaſy as to let it eftabliſh itſelf by its own advantages. 
This bank-money will be liable to much fewer incon- 


veniences than that of Amſterdam. There the 28 
| ſons 
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ſons tranſacting muſt be upon the ſpot, here, the ſer- 
ling currency may, every quarter of a year, be ad- 
juſted by the exchequer to this invariable ſtandard, 
for the benefit of all debtors and creditors, who in- 
cline to profit of the ſtability of this meaſure of value. 

This ſcheme is liable to no inconvenience from the 
variation of the metals, let them be ever ſo frequent, 
or hard to be determined; becauſe upon every oc- 
caſion where there is the ſmalleſt doubt as to the ac- 
tual proportion, the option competent to creditors 
to be paid half in filver and half in gold will remove. 

Such a regulation will alſo have this good effect, that 


it will give the nation more juſt ideas of the nature 
of money, and conlequently of the influence it ought 


to have upon prices, 

If the value of the pound ſterling ſhall be found 
to have been by accident leſs in December 1749, 
than it is at preſent; or if at preſent (upon the account 
of the war, and the exportation of the more weighty 
coin) the currency be found below what has com- 
monly been ſince 1749, in juſtice to the creditors, 
and to prevent all complaints, the nation may grant 
them the mean proportion of the value of the pound 
ſterling from 1749 to 1960; or any other which may 
to parliament appear reaſonable. 

This regulation muſt appear equitable in the eyes 
of all Europe, and the ſtrongeſt proof of it will be, 
that it will not produce the ſmalleſt effect prejudicial 
to the intereſt of the foreign creditors. . The courſe of 
exchange with regard to them will ſtand preciſely as 
before. | 

A Dutch, French, or German creditor, will receive 
the ſame value for his intereſt in the Engliſh ſtocks as 


| heretofore. This muſt ſilence all clamours at home, be- 


ing the moſt convincing proof, that the new regulation 


of the coin will have made no alteration upon the real 


value of any man's property, let him be debtor or 
creditor, 

The intereſt of every other denomination of ere- 
ditors, whoſe contracts are of a freſh date, may be 
regulated upon the ſame principles, But where debts 

are 


Intereſt of 


trade exa- 


Intereſt of 
buyers and 
ſellers exa- 
mined. 
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are of an old ſtanding, juſtice demands, that atten- 
tion be had to the value of money at the time of con- 
tracting. Nothing but the ſtability of the Engliſh 
coin, when compared with that of other nations, can 
make ſuch a propoſal appear extraordinary. No- 
thing is better known in France than this ſtipulation 
added to obligations, argent au cours de ce jour, that 
is to ſay, that the ſum ſhall be repaid in coin of the 
ſame intrinſic value with what has been lent. Why 
ſhould ſuch a clauſe be thought reaſonable for 
guarding people againſt arbitrary operations upon 
the numerary value of the coin, and not be found juſt 
upon every occaſion where the numerary value of it 
is four1 to be changed, let the cauſe be what it will. 

The next intereſt we ſhall examine is that of trade, 
when men have attained the age of twenty one, they 
have no more occaſion for guardians, This may be 
applied to traders; they can parry with their pen, 
every inconvenience which may reſult to other peo- 
ple from the changes upon money, provided onl 
the laws permit them to do themſelves juſtice with 
reſpect to their engagements. This claſs demands 
no more than a right to convert all reciprocal obli- 
gations, into denominations of coin of the ſame in- 
trinfic value with thoſe they have contracted in. 

The next intereſt is that of buyers and ſellers; 
that is, of manufacturers, with regard to conſumers, 
and of ſervants, with reſpect to thoſe who hire their 

r{onal ſervice. 

The intereſt of this claſs requires a moſt particular 
attention. They muſt, literally ſpeaking, be put 
to ſchool, and taught the firſt principles of their 
trade, which 1s buying and felling. They muſt 
learn to judge of price by the grains of ſilver and 
gold they receive. They are children of a mercan- 
tile mother, however warlike the father's diipoſition 
may be. If it be the intereſt of the ſtate that 
their bodies be rendred robuſt and active, it is no 
leſs the intereſt of the ſtate, that their minds be in- 
ſtructed in the firſt principle of the trade they ex- 
erciſe. | 

Fox 
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For this purpoſe, tables of converſion from the old 
ſtandard to the new muſt be made, and ordered to 
be put up in every market, in every ſhop. All 
duties, all exciſes, muſt be converted in the ſame 
manner. Uniformity muſt be made to appear every 
where. The ſmalleſt deviation from this will be a 
ſtumbling block to the multitude. 

Not only the intereſt of the individuals of the 
claſs we are at preſent conſidering, demands the 
nation's care and attention in this particular ; but the 
proſperity of trade and the well being of the nation, 
are alſo deeply intereſted in the execution. 

The whole delicacy of the intricate combinations 
of commerce, depends upon a juſt and equable vi- 
bration of prices, according as circumſtances demand 
it. The more therefore the induſtrious claſſes are 
inſtructed in the principles which influence prices, 


the more eaſily will the machine move. A workman 


then learns to ſink his price without regret, and can 
raiſe it without avidity. When principles are not 


_ underſtood, prices cannot gently fall, they muſt be 


pulled down; and merchants dare not ſuffer them 
to riſe, for fear of abuſe, even although the perfection 
of an infant manufacture ſhould require it. 


The laſt intereſt I ſhall examine is that of the bank Intereſt of 


of England, which naturally muſt regulate that of 
every other. 

Had this great company followed the example of 
other banks, and eſtabliſhed a bank-money of an 
invariable ſtandard, as the meaſure of all their debts 
and credits, they would not have been liable to any 
inconvenience upon a variation of the ſtandard. 

I am not ſufficiently verſed in Engliſh affairs to be 
able to ſift out every reaſon which that company may 
have had to neglect a thing which other companies 
have found of ſuch importance. 

An attention to the circumſtances of the time of 
its inſtitution, and to others relative to the principles 
of Engliſh government with regard to money, may 
help us to gueſs at what other people, who have acceſs 
to be informed, may diſcover with certainty. 2 
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The bank of England was projected about the 
year 1694, at 4 time when the current money of the 
nation was in the greateft diſorder, and government 
in the 22 diſtreſs, both for money and for ore. 
dit. ce was then at a very low ebb, and the 
only, or at leaſt the moſt profitable trade of any, was 
jobbing in coin, and carrying backwards and for- 
wards the precious metals from Holland to England. 
Merchants profited alſo greatly from the effects which 
the utter diſorder of the coin produced upon the price 
of merchandize. 
At ſuch a juncture the reſolution was taken to make 

a new coinage, and upon the proſpe& of this, a 
company was found, who, for an excluſive charter 
to hold a bank for 13 years, willingly lent the go- 
vernment upwards of a million ſterling at 8 per cent. 
(in light money I ſuppoſe) with a proſpect of being 
repaid both intereſt and capital in heavy. This was 
not all: part of the money lent, was to be applied 
for the eſtabliſhment of the bank, and no leſs than 
4000 pounds a year was allowed to the company, above 
thefullintereſt for defraying the charge of management. 

Under ſuch circumſtances the introduction of 
bank-money was very ſuperfluous, and would have 
been very impolitic. That invention is calculated 
againſt the raiſing of the ſtandard ;- but here the bank 
profited of that riſe in its quality of creditor'for the 
money lent, and took care not -to commence debtor 
by circulating their paper, until the effect of the 
new regulation took place in 1695. That is after 
the general recoinage of all the clipped ſilver. 

From that time till now, the bank of England has 
been the baſis of the nation's credit; and with great 
reaſon, has been conſtantly under the moſt intimate 
protection of every miniſter. 

The value of the pound ſterling, as we have ſeen, 
has been declining ever ſince the year 1601, the 
ſtandard being fixed to filver during all that century, 
while the gold was conſtantly riſing. No ſooner 
had the proportion taken another turn, and ſilver 


begun to riſe, than the government of A 
| the 


II. 
he 
he 
nt 
e 
he 
As 


88. > 


KSA 


ve 


not, I ſhall not pretend to determine. By theſe ope- 
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the ſtandard, virtually, upon the gold, by regulating 
the value of the guineas at the exact proportion of the 


market, whether at the inſtigation of the bank, or 


rations, however, the company has conſtantly been 
2 gainer (in its quality of dehtor) upon all the paper 
in circulation; and therefbre has loſt nothing by _ - 
having eſtabliſhed. a bank money. 

The intereſt of this great company being; eſtabliſh. 
ed upon the principles we: have endeavoured tc ex- 
plain, itis very evident that the government of Eng- 
land never will take any ſtep in the reformation of the 
coin, which in its conſequence can prove hurtful to 
the bank. Such a ſtep. would be contrary” both: to 


juſtice and to common ſenſe. To make a regulation 


which, by raiſing the ſtandard, will prove beneficial 
to the public creditors, to the prejudice of the bank 
(which I may. call the public debtor), would: be an 
operation upon public credit, like that af a perſon: 
who is at great pains to ſupport his houſe by props 
upon all ſides, and who at the ſame time blows up the 
foundation of it with gun- powder. ; 

We may therefore conclude, that with regard to 
the bank of England, as well as every other private 
banker, the notes which are conſtantly payable upon 
demand, muſt. be made liable to a converſion at the 
actual value of the pound ſterling at the time of 
the new regulation. 

That the bank will gain by this, is very certain; 
but the circulation of their notes is ſwift that it 
would be abſurd to allow to the then poſſeſſors of 
them, that indemnification, which raturally ſhould 
be ſhared by all thoſe through whoſe: 5andsthey have 
paſſed, in proportion to the debaſement of the ſtand- 
ard during the time of their reſpectivepoſſeſſion. 

Having now ſhortly examined the: ſeveral intereſts 
vithin the ſtate, according to that combination of cir- 
cumſtances, which, with lame infonnation, I can 
form to myſelf, | muſt again obſerve: hat other cir- 
cumſtances, to which l am aſtranger; will neverthes 
leſs operate their effects. Theſe mut be carefully 

examined, 
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examined, and ſtrictly attended to, before the proper 


regulation can be eſtabliſhed. 
My reaſoning has proceeded entirely from the ſup. 


change upon the intrinſic value of the unit of money 


every one, ſo as to render the change neither profita- 
ble or hurtful to any, but ſuch as have been unjuſtly 
|. gainers or loſers by the former diſorder in the coin. 
=, . No quality in a ſtateſman is more amiable or more 
108 encexat= admirable, than juſtice and impartiality in every ſtep 
ending al which can affect the complicated intereſts of the peo- 
ple he governs. Such however is the nature of human 
ſociety, that the inconveniencies reſulting from every 
innovation, do frequently overbalance all the advanta- 
which are obtained from the cloſeſt attention to 
material and diſtributive juſtice upon ſuch occaſions. 
For this reaſon, innovations are to be avoided as much 
as poſſible, eſpecially when by their nature they muſt 
be ſudden. | ; 
Argument Were the pound ſterling preſerved at its preſent 
for preſerv- value, it would, no doubt, be a plain adulteration 
SEP _ of the former ſtandard, and yet I do not know if it 
preſeat ve. would be a more unpopular meaſure than another 
= which might reſtore it, and at the ſame tim d juſ- 
tice to every intereſt within the ſtate , becauie up- 
prehend that the greateſt hurt done to moſt people, 
with regard to their pecuniary intereſt, conſiſts in 
the change. Every one feels a ſudden change, but 
thoſe only who reflect and who combine, percerve the 
conſequences of a gradual one. 
That every Beſides theſe conſiderations which are in common 


change to all ſtates, the government of Great Britain has one 
muſt either 


bank or the of the creditors, are diametrically oppoſite : every 
dien, thing which raiſes the ſtandard hurts the bank, every 
thing which can fink it, hurts the creditors: and 
upon the right management of the one and the other, 
depends the ſoidity of public credit For theſe rea- 
ſons I am apt o believe, that, without the moſt cer- 


tain 


poſition that the reformation of the ſtandard implies a 
of accompt, and that ſtrict juſtice is to be dane to 


hurt the peculiar to itſelf The intereſt of the bank, and that 
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tain proſpect of conducting a reſtitution of the ſtan- 
dard to the general advantage, as well as approbation 
of the nation, no miniſter will ever undertake fo dan- 
gerous an operation. 


I ſhall now propoſe an expedient which may re- A more 
move at leaſt ſome of the inconveniencies which oo —_ 
would reſult from ſo extenſive an undertaking as that change ur- 
of regulating the reſpective intereſts in Great Britain 9 


by a poſitive law, upon a change in the value of their 
money of accompt. 

Suppoſe then, that before any change is made in 
the coin, government ſhould enter into a tranſaction 
with the public creditors, and aſcertain a permanent 
value for the pound ſterling for the future, ſpecified 
in a determined proportion of the fine metals in com. 
mon bullion, without any regard to money of ac- 
compt, or to any coin whatever, 

This preliminary ſtep ans Apron let the intend- 
ed alteration of the ſtandard be proclaimed a certain 
time before it is to commence. Let the nature of the 
change be clearly explained, and let all ſuch as are 
engaged in contracts which are diſſolvable at will up- 
on the pre ſtations ſtipulated, be acquitted between 
the parties, or innovated as they ſhall think proper, 
with certification, that poſterior to a certain day, the 
ſtipulations formerly entered into, ſhall be binding 
according to the denominations of the money of ac- 
compt in the new ſtandard. 

As to permanent contracts, which cannot at once 
be fulfilled and diſſolved, ſuch as leaſes, the parlia- 
ment may either pr ſcribe the methods and terms of 
converſion; or a liberty may be given to the parties 
to annul the contract, upon the debtor's refuſing to 
perform his agreement according to the new ſtan- 
dard. Contracts, on the other hand, might remain 
ſtable, with reſpect to creditors who would be fatis- 
fied with payments made on the footing of the old 
ſtandard. If the riſe intended ſhould not be very con- 
vga nd great injuſtice can follow ſuch a regu- | 

tion. ” 
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Annuities are now — underſtood, and the 
value of them is brought to ſo nice a calculation, that 
nothing will be eaſte than to regulate theſe-upon the 
footing of the value paid for them, or of the ſubje& 
affected by them. If by the regulation land-rents 
are made to riſe in denomination, the annuities 
charged upon them, ought to riſe in proportion; if 
in intrinſie value, the annuity ſhould remain as it was, 
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CHAP. XV. 
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Regulations which the Principles of this Inquiry point 
rr 
Fulating the Britiſh Opin. : n 


I ET us now examine what regulations it may be 
proper to make by a new ſtatute concerning the 
coin of Great Britain, 'in order to preſerve always the 

fame exact value of the pound ſterling realized in gold 

and in filver, in ſpite of all the incapacities inherent in 

the metals to perform the functions of an invariable 

ſcale or meaſure of value. 

7. Regul- I ſhall not pretend to determine the preciſe ſtan. 
the tandara, dard which government may prefer as the beſt to be 
| choſen for the value of a pound ſterling in all future 
times; but let it be what it will, the firſt point is to 
determine the exact number of grains of find gold and 

fine ſilver which are to compole it, according to the 

then proportion of the metals in the London market.” 

2. Ar to be 2. To determine the proportion of theſe metals 
weight. with the pound troy, and in regard that the ſtandard 
of gold and ſilver is different, let the mint price of 

my metals be regulated according to the pound troy 


1 3 To fix the mint price within certain limits : 
that is to ſay, to leave to the King and Council, by 
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proclamation, to carry the mint price of bullion up 
to the value of the coin, as is the prefent regulation, 
or to link it to per cent. below that price, aeord- 
ing as government ſhall incline to . duty n | 


coina 
+ Tow- 'order that filver uud gold coin ſhall be . Denomi. 

fruck of ſuch 'deriominations as the King fhall thin inns 
fit to appoint , in which the proportion of the metals 
above determined, ſhall be 'conſtantly obſerved: 
through every denomination of the coin, until nereff- 
ty ſhall make a new general coinage nnavoidable.: : = 

5. To have the number of grains of the fine nd 85 tis, 
in every piece marked upon the exergue, or upon the Dine 8 cis. 
legend of the coin, in — ſome initial letters of 
titles, which not one perſon in a thouſand cat de- 
cypher; and to make the coin of as compact a form 
as poſſible, diminiſhing the ſurface of ir as nd 
conſiſtent with beauty, 

6. That it ſhall be lawful for all contracting r 6. Liberty 
ties to ſtipulate their payments either in gold or ſil der e 


coin, or to leave the option of the pecies io one of go o i 


the parties. 

J. That where no particular ſtipulation is made; 7 Creditors 
creditors ſhall have power to demand payment, alf de 
in one ſpecies, half in the other; ard when the fum men: half 
cannot fall equally into gold and ſilver coins, the ball in fl. 
fractions to be paid in ſilver. ver. 

8. That in buying and ſelling, when no particiilar Reguie- 
ſpecies has been ſtipulated, and when no act in writs n a+ to 
ing has intervened, the option of the ſpecies fhall be 
competent to the buyer. | 

9. That all fums paid or received by the King's 9. Ditto, 2. 
receivers, or by bankers, ſhall be delivered by weight, to to and from 
if demanded. banks, &c, 

10. That all money which ſhall be found under 10. All coi 
the legal weight, from whatever cauſe it may pro- — 258 
ceed, may be rejected in every payment whatſoever, when paid 
or if offered in payment of a debt above a certain ſum, * 
may be taken according to its weight, at the then 


mint price, in the option of the creditor, 
P 2 


1 x 


11. 


money. 
To prevent the inconveniencies proceeding from 
the variation in the proportion bet een the metals, it 
may be provided. | 
mug 12, That upon every variation of proportion in the 
che mins market price of the metals, the price of both ſhall be 
price of Changed, according to the following rule. 
| Let the price of the pound troy fine gold in the 
coin be called G. | 
Let the price of ditto in the ſilver be called 8. 
Let the new proportion between the market price 


of the metals be call P. 
Then ſtate this formula ; 
"3 = to a pound troy fine ſilver, in ſterling cur- 
2 2 | 

rency. 
8 G 
—X P+—= toa pound troy find gold, in ſterling 
2 2 

curreny. 


This will bea rule for the mint, to keep the price 
of the metals conſtantly at par with the price of the 
market; and coinage may be impoſed as has been 

deſcribed, by fixing the mint price of them at a cer- 
tain rate below the value of the fine metals in the coin. 

13. As long as the variation of the market price 
te mins Of the metals ſhall not carry the price of the riſing 
price. metal ſo high as the advanced price of the coin above 

the _—_— no alteration need be made on the deno- 

1. ce Mination of either ſpecies. 

1 14. So ſoon as the variation of the market price of 
| . metals ſhall give a value to the riſing ſpecies, 
coigs, Above the difference between the coin and the bullion; 
then the King ſhall alter the denominations of all the 
coin, filver and gold, adding to the coins of the — 
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metal exactly what is taken from thoſeof ihe other. An 


example will make this plain. r TOS IN 
Let us ſuppoſe that the coinage has been made 


according to the proportion of 14.5 to 1; that 20 


ſhillings, or 4 crown pieces, ' ſhall contain, 'in fine 
ſilver, 14.5 times as many grains as the guinea, or 
the. gold pound, ſhall contain grains of fine gold. 


Let the new proportion of the metals be ſuppoſed: - 


tobe 14 to 1. In that caſe, the 20 ſhillings, or the 
4 crowns, will contain 45 more value than the gui- 
nea, Now ſince there is no queſtion of making 
general coinage upon every variation, in order to ad- 
juſt the proportion of the metals in the weight of the 
coins, that proportion 'muſt be adjuſted by changing 
their reſpective denominations according to this for- 
mula. ; | 11 FIG | ri 2791? 

4 crowns, in coin, be 


P | f w Sd : Itter: 
S— —=a pound ſterling, and'G +— = a pound 

2 0 2090 57; 2979 WW 
ſterling, ee off nn 
By this it appears that all the filver coin muſt 'be 


raiſed in its denomination xz, and all the gold coin 
muſt be lowered in its denomination ry ; yet ſtill 


S$+G, will be equal to two pounds ſterling, "as be- 

fore, whether they be conſidered according to the 

old, ot according to the new denominations. '''!!! 
But it may be obſerved, that the impoſition of 


_ coinage rendering the value of the coin greater than 


the value of the bullion, that cireumſtance gives a 


certain latitude in fixing the new denomi nations of 
the coin, ſo as to avoid minute fractions. For pro- 
viding the deviation from the exact proportion ſhall 


ſall within the advanced price of the coin, no ad- 
vantage can be taken by melting 'down one ſpecies 
preferably to another; ſince, in either caſe, the loſs 
incurred by melting the coin muſt be greater than 


the profit made upon ſelling the bullion, The mint 


P 3 price 


A new. 


ference between the old proportion and the new, 
which is , be called P. Tee = r 
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| price of the metals, however, may be, fixed exactly, 
that is, within the value of a farthing-upon a pound 


2 
of fine ſilver or gold. This is, eafily reckoned at 


the mint; although upon every piece in common 
circulation the fractions of farthings would be in- 


” 


convenient. | 12 
15. How 1g. That notwithſtanding of the temporary vari- 
roco be ations made upon the; denomination of the gold and 
— af. ſilver coins, all contracts formally entred into, and 
in the dens All ſtipulations in pounds, ſhillings, and pence, may 
minations continue to be acquitted according to the old deno- 
place, Ininations of the coins, paying one half in gold, and 
one half in ſilver; unleſs in the caſe where a paxti- 
cular ſpecies has been ſtipulated; in which caſe, the 
ſums muſt be paid according to the new regulation 
made upon the-denomination of that ſpecies, to the 
end that neither i profit or loſs, may reſult to any of 
the parties. 217 51 
16. The 16. That notwithſtanding the alterations on, the 
yo - price of the metals, and in the- denomination of 
_ _pever Ahe coins, no change ſhall be made upon the weight 
ed, ercep Of the particular pieces of the latter, except in the 
upon auge. caſe of a general recoinage of one denomination, at 
coinage of leuſt : that is to ſay, the mint muſt not coin new 
one deno- Suineas, Crowns, &c. of a different weight from 
leaf, thoſe already in currency, although. by. ſo doing the 
| fractions might be avoided. This would occaſion 
confuſion, and the remedy. would ceaſe to be of any 
uſe upon a new change in the proportion of the me- 
tals. But it may be found convenient, for removing 
the ſmall fractions in ſhillings and ſixpences, to re- 
coin ſuch denominations all together, and to put 
them to their integer numbers, of twelve, and of ſix 
pence, without changing in any reſpect their propor- 
tion of value to all other denominations of the coin: 
this will be no great expence, when the bulk of the 
filver coin is put into; s ſhilling pieces. 
How tie By this method of changing the denominations, of 
willpreſerve the coin, there never can reſult any alteration in the 


the ſame ra- value of the pound ſterling: and although far 
O 


lue to the 
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of value may now and then be introduced, in order pound fter- 


to prevent the abuſes to which the c would-other- des, 3 
viſe be expoſed. by the artifice of thoſe whQ melt it ba f 
down, —— inconvenience of - ſuch: fraqtions denomin 
ay be avoided in paying; according to the old 2 
— A pin in both ſpecies, by equal parts. This —— 
will alſo prove demonſtratively that no change is 
SY made in the true value of the national unit 

of mo 


17. That it be ordered that ſhillings and fix- 1. Small 
pences ſhall only be current for. twenty years, and — 
all other coins both gold and ſilver, for forty years, fr wear 
or more. For aſcertaining which term, there may lager coins 
be marked, upon the exergue of the coin the laſt for forty 
year of their currency, in place of the date of their wore. 
fabrication. This term elapſed, or the date effaced, that 
they ſnall have no more currency whatſoever; and 
when offered in payment, may be received as bul- 
lion at the actual price of the mint, or refuſed, at 
the option of the creditor. 
18. That no foreign coin ſhall have any legal cur- 18. All 6 
rency, except as bullion at the mint price. to pſs fo 
By theſe or the like regulations may be prevented, bullion oa- 
199, The melting or exporting of the coin in gene- 
ral. 2do, The melting or exporting one ſpecies, in Conſequen- 
order to ſell it as bullion, at an advanced price, * 9 the 
3tie. The profit in acquitting obligations preferably 
in one ſpecies to another. 40. The degradation of 
of the ſtandard, by the wearing of the coin, or by 
a change in the proportion between the metals. 
5to, The circulation of the coin below the legal 
weight. 6th, The profit that other nations reap 
by paying their debts more cheaply to Great Britain 
chan Great Britain can pay hers to them. 
And the great advantage of it is, that it is an uni- 
form plan, and may ſerve as a perpetual regulation, 
co npatible with all kinds of denominations of coins, 
va iations in the proportion of the metals, and with 
the impoſition of a duty upon coinage; or with the 
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-preſerving it free; and further, that it may in time be 
adopted by other nations, who will find the advan- 
tage of having their money 
_ perpetually at the ſame value, with reſpect to the 
denominations of all foreign 
bliſhed on the ſame princip 


of accompt preſerved 
money of accompt eſta- 
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POLITICAL OECONOMY: 


po oO m 
of MONEY AND COIN. 
PART I. 


THE PRINCIPLES OF MONEY APPLIED ro 
TRADE. ii 


CHAP I. 


Conſequences of impoſing the Price of , and the 
Duty of Seignorage ee Frm fo far 
as they affect the Price of Bullion, and that al 
other Commodities. 


T2. political oeconomy of öden ſtates i is 


1 r 


 & 4 , TTY 


ſo involved with the — of commerce, 

that it is neceſſary at every ſtep we make, 
to keep in our eye the combinations which ariſe from 
that quarter. 

Whatever tends to ſimplify an intricate theory, 
greatly aſſiſts the mind: dividing this book into two 
parts, ſeems, as it were, dividing the burden it has 
to carry : the principles already deduced may there 
ripen by a ſhort — and the analogy of the matter 
which is to follow in the ſecond part, where new 
combinations are taken in, 'will recall them to the 
mind and fix them in the memory. 


I am 


wad 


principles. 


Recapitula- 
n of ſome 
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I am now to examine one of the niceſt principles in 
the whole doctrine of money, to wit, the effects of 
impoſing the price of coinage, and the duty of feig- 
norage upon coin. oP 2 
en this queſtion is conſidered in relation to all 
the combinations Whichariſe, 1. from the nature of coin 
conſidered as a metal, and at the ſame time as a mo- 
ney of accompt; 2. from the influence this duty has 
upon the price of commodities; and 3. from the im- 
tion as affecting, directiy, the nation which lays 
it on and all other nations trading with it — 
when all thefe combinations are taken together, I 
ſay nothing will be found more difficult tan to re- 
duce this queſtion to a diſtinct theory. 

What 5 — to ſay upon it has found a place in 
this inquiry, rather, with & view to ſuggeſt ideas to 
men of a better capacity, than from the hopes of 
ſatisfying my readers in every P ticular. 

I have ſaid, that gold and filver are commodities 
merely like every other thing: I have-ſhewtithe 
utter impoſſibility of their being a ſcale, or an in- 
variable meaſure of value. I have obſerved that their 
being made into coin (anong trading nations) has not 
the effect of rendering them leſs a commodity than 
they were before, except ſo far, as by that opèration 
eyery piece, inſtead of being, valued by its own 
weight, comes to be in the mean proportion of all 
the pieces which compoſe the currency: and I have 
ſhewn how the operations of trade are capable to ſift 
out and eſtabliſh. this mean proportion, in ſpite of 
Very great irregularities, Theſe are the; principles 
laid down in the firſt part, which we muſt keep in 
our 1 


* - 4 


e while we examine the queſtion. 
Since gold and filver, then, are commodities like 
eyery other thing, the invariable ſcale of value muſt 
meaſure them as well as every other commodity, and 
money of accompt muſt be conſidered in no other 
light, than as a ſcale for expreſſing the proportional 


value of grains of metals, yards of ſtuffs, pounds of 


wares, buſhels of grain, or gallons of liquors. In this 
view, when we mention a hundred pounds, it is juſt 
as 


En 
— 
Bis 
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28 proper to conſider this value relatively to the mea- 
ſure o 


any merchandize, as to the metalic meaſure of 
the coin. Every merchandize, when conſidered 
itſelf, ſhould be meaſured by its own meaſure, 
by grains, liquors by gallons, wheat by buſhels, &c. 

he denominations. of pounds, ſhillings, and pence, 
are only neceſſary for reducing all other forts of weights 


and meaſuxes to an equation of value. This is what 


is underſtood by the univerſal ſcale of proportional 
value. I think this idea is ſufficiently clear. 

Let us now ſuppoſe a country where the invention 
of coin is not known, and where a yard of cloth of 
a certain quality, is commonly ſold for 100 grains 
of either ſilver or gold, no matter which. The ſtate 
falls upon. the invention of : coining,, the conveniency 
of which every body underſtands, This coinage, 1 
ſuppoſe, coſts 2 per cent, Coin is introduced; arid 


J 


The fit iw- 
troduQtion 
of coinage 
muſt make 


prices fall. 


commodities are ordered to be bought with. it. I aſk, 


what effect ought this revolution to produce upon the 
price of the cloth, according to ſtrict theory, and 
without P in any other combination of circum- 


ſtances? I anſwer, that the cloth ought in reaſon to | 


fall 2 per cent. that is, that the price of a yard ought 
rains. Here is the reaſon : He 


who formerly. had the 100 grains, had the value of 


the yard of cloth, and could change the one for the 
other when he would. Now he has the 100 grains, 
but he, muſt give two Nei to have it coined, before 


he can buy; becauſe after this invention people will 


not truſt to the weighing of private people, nor to 
the purity of the metals; Put they will beheve, upon 
the authority of the ſtamp, that in every piece a 
certain number of grains of the fine metal is con- 
tained. He, therefore, who has à coin- of 98 grains, 
comes to the merchant, and offers him his coin for 
his yard of cloth; the merchant demands a coin of 
100 grains, ſays: the other, theſe. 98 grains Which ! 
give yon in coin, coſt, me two grains o have chefr 
weight and fineneſs aſcertained ;; and if you refuſe to 
repay me for what I have, paid for this manufacture 
which 1 offer you for your cloth, rn 

reaſon 


I, 
©. 
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: reaſon refuſe to pay. you for what you paid for weay- 


ing your wool into cloth. Now ſince I, in buying 


; your cloth, muſt pay the weaver, fo you, in buying 
my piece, muſt pay the mint. The merchant, con- 


en- 
ces the 
excluſive 


vinced by this reaſoning, takes the piece, and as it 


circulates from hand to hand, every commodity given 


in exchange for it, muſt fall 2 per cent. relatively to 

the grains of metals it was worth before. 
Further, if by the laws and cuſtoms of a country, 

coin is abſolutely neceſſary for buying and felling, 


privilege of this coin muſt be had; and if there bebut ohe perſon 


who can make it, the price he thinks fit tuo demand 


for it is the only meaſure of the value of fabrication, 


The grains of the metals, therefore, in the coin, 
muſt riſe in their proportional value to yards of cloth, 
and to gallons of liquor, in proportion to the coſt of 
coinage, as the. pounds of wool and ſilk muſt riſe in 
their value in proportion to their manufacture. 
From this it follows, that ſince the value of coin 
muſt riſe in proportion to every commodity, it muſt 
alſo riſe with reſpect to the metals it is made of, juſt 


as wool manufactured riſes with reſpect to wool 


which is not manufactured. 

Now let us ſuppoſe that a Prince finding that he 
has the excluſive privilege of making coin, al raiſe 
his price of coinage to 8 per cent. what will the con- 
ſequence be ? | 

The firſt conſequence of this will be to deſtroy, or 
at leaſt to perplex the ideas of his ſubjects with re- 
. ay to coin, and to make them believe, that it is 

e ſtamp, and not the metal which conſtitutes the 
value of it. | | 

The next conſequence will be, to reduce the price 
of the yard of cloth, which was worth 100 grains 
of — before the invention of coinage, from 8, 
where it ſtood, to 92. Now let us ſuppoſe that this 
country, which we ſhall call (H, is in the neigh 


bourhood of another which we ſhall call (E), where 


there is both cloth of the ſame quality, and coin of 
the ſame weight and fineneſs, which coſts nothing for 


yard 
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yard of cloth muſt be ſold for 100 grains, as it fold 


formerly in the country (F) before the coinage was 


2 


impoſed. If the country (F) wants the cloth of the 


country (E),, the cloth they demand muſt coſt (F) 
100 grains the yard. . If the country (E) wants the 
cloth of the country (F), this cloth will alſo coſt 106 
grains; becauſe to procure a coin of 92 grains of 
the country (F), (E) muſt pay 8 grains for the coi- 
nage, which raiſes the price of the cloth to 100 grains. 

t us now ſuppoſe, that for a certain time the 


A wrong ba- 


lance of 


country (F) has abſolute occaſion for the cloth of the trade raiſes 


country (E). The merchants of (F) who carry on 


the price of 
bullion to 


this trade, muſt ſend bullion to (E) to pay for this the value of 
cloth. But the merchants of the country (F) who => 


deal in bullion, perceiving the uſefulneſs of it for 
this trade, will then raiſe the price of the 100 grains 
of it above the 92 grains in coin (the common mar- 
ket price of bulljon before this trade was known) 
and according to the demand made for the foreign 
cloth, the bullion will riſe in the country (F), until 
100 grains of it become exactly worth 100 grains in 
coin. The bullion can never riſe higher; becauſe 
at that period, the coin itſelf will be exported for 
bullion ; and the country of (E) will accept of 100 
grains in their coin as willingly as in any other form. 
Nor will it ever fall lower than 92 grains; becauſe 
the mint in the country (F) is always ready to give 
that price for all the bullion which is brought to be 
coined. | | 

Here then is a caſe, where the coin is made to loſe 
all its advanced price as a manufacture, and this is 
owing entirely to its being a metal as well as a money 
of accompt. i 

Now as the coin has loſt this additional value, by a 
circumſtance purely relative to itſelf as a metal, there 
is no reaſon why other merchandize ſhould fink in 
value along with it. 

The conſequence, therefore, of this revolution 


ought to be, that as the merchandize, bullion, has got — 
up 8 per cent. with regard to the coin, and as the price price of | 
of all merchandize ought to be in proportion to the ties, 


grains 


and ought to 


i 
e ee 
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grains of bullion to which that price amounts, the 
revolution having annihilated the 8 per cent. advance 
upon the coin, ought to have the ſame effect with re- 
to prices as if coinage were given gratis, as in the 
country of (E); that is, the yard of cloth oughtat this 
time to coſt, in the country of (F), 100 grains, either 
of c6in or bullion, ſince they are of the ſame value. 
Further, in proportion as this demand for bullion 
| comes to diminiſh, that is to ſay, in proportion as the 
| balance of trade becomes leſs unfavourable to the 
| country of (F), in the ſame proportion will coin riſe in 
| its price, when compared with bullion ; and when the 
country of (E, in its turn, comes to have occaſion for 
the country of (F), then (E) muſt pay as formerly for 
| a yard of cloth 92 grains in bullion, and the remainin 
| 8 grains to have it coined ; in which caſe, the yard ke 
cloth will fall to the old price of 92 grains in coin, and 
will ſtand at 100 grains in bullion as before. T6 
Did the price of a manufacture riſe and fall as has ir 
| been here repreſented, it is plain that theſe variations it 
| would be conſtantly determined by the proportion of 
| the grains of the metals it coſts to acquire the coin 
| which is the price of the manufaQure. 
| We have ſeen that upon the inſtitution of coingge 
y and ſeigniorage, the yard of cloth fell to 92 grains; 
| f 
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becauſe then it was impoſſible to procure coin at a to 
leſs price than 8 per cent. but when the balance of th 
| trade had ſunk the coin to the value of bullion, then k 
| - the 92 grains of the comm being to be purchaſed with ne 
92 grains of bullion, it was reaſonable that the cloth th 
4 ſhould riſe to its former price; becauſe then no body it 
could ſay that the coin of 92 grains had coft 190 to ar 

procure it. 

But this theory does not hold in practice, nor can of 
it poſſibly hold, as long as the greateſt part of a peo- va 
ple are ignorant of, 1 even do not feel the revoluti- an 

q ons we have been here deſcribing. fir 
= Howtrades, The price of bullion is entirely regulated by mer- va 
g obſtru2 the chants, who have the whole correſpondence in their fri 
of thee hands. It riſes and falls in countries where coinage ſe1 


is impoſed, in proportion to the ſtate of the balance 


of 
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of trade at the time. The ſmalleſt riſe or fall in the phil the - 
demand for bullion in the market, is immediately de cont- 
marked by the price of it, and that ought (by the e 
principles we have been laying down) to regulate the 
riſe and fall of every commodity. But this is by no 
means the caſe, Commodities riſe and fall only af- 
ter a certain time; and of this interval merchants 
will conſtantly profit, Does the price of bullion riſe, 
they immediatelyſell to ſtrangers as if all prices were 
immediately riſen ; but with regard to manufacturers, 
they hide the revolution with great care, and pre- 
ſerve prices from riſing, until the competition among 
themſelves diſcovers the ſecret, Does the price of 
bullion fall, they do all they can to keep up the pri- 
ces of every commodity which they (ell to ſtrangers, 
until the competition among themſelves oblige — 
to bring them down ; and with regard to manufactu- 
rers, they are all in one intereſt to reduce the prices 
in proportion to the fall of the bullion, which works 
its effects by flow degrees, | 
Theſe are the operations of traders, in times when And how ag 
there is a flucluation in the balance of the trade of a tune, ot 
country; that is to ſay, in times when the balance is —— 
ſometimes favourable and ſometimes not. ae e 
At ſuch times the true influence which trade ought c 
to have upon prices is never exactly known, but to © 
the merchants, who ſeldom fail to profit of their 
knowledge, in place of communicating it for the be- 
nefit of the ſociety. But that is not the caſe when 
the balance of trade is quite overturned, that is, when 
it remains for a long time againſt a nation, without 
any favourable vibration; as we ſhall preſently explain. 
We have ſeen how, by the changes in the balance 
of trade, the price of bullion is made ſuſceptible of a 
variation in its value, equal to the price of coinage ; 
and we have pointed out the principle which con- 
fines the variation within certain limits; to wit, the 
value of the coin as a metal, which prevents bullion 
from riſing higher; and the mint price, which pre- 
ſerves it from falling lower. 


We have obſerved how merchants may = 2a 
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fuch variations, and how they obſtruct the 
of principles upon the riſe and fall of prices. We 
now proceed to another chain of cauſes, which tend 
greatly todeſtroy the due proportion of value between 
coin and merchandize, This with juſtice may be 
put alſo to the account of the imperfection of the me- 
tals in performing the functions of money of accompt. 


chandize are ſo attached to the denominations of coin, 
that they do not fluctuate as principles point out, 
any more than projectiles deſcribe perabolas, or that 
machines operate the effects, which by calculation 
they ought to do, The reſiſtance of the air in one 
caſe, the friction of the parts in the other, tend to 
render theory incorrect. Juſt ſo here, our theory re- 
preſents prices as riſing and ſinking in the moſt har. 
monious proportion together with the metals ; but in 
practice jt is not ſo, They have their frictions and 
political reſiſtances, which only render the theo 
deluſive when every circumſtance is not — 
A good gunner muſt calculate the reſiſtance of the 
air upon his bumb, or he never will hit the mark. 
We have already ſhewn how the intereſts of mer- 
cantile people tend to obſtruct the due fluctuation of 
prices; we muſt now take in other combirations, 
Although this be not a proper place to reſume a 
diſcuſſion of the particular theory of the riſe and fall 
of prices, yet ſtill ſomething muſt be ſaid upon that 
ſubject, in order to bring the queſtion we are upon to 
ſome ſort of ſolution. | 
Heu profits - Firſt, then, it will be agreed that it is far eaſier to 
dne make a price riſe, than to make it fall. I believe ! 
| oſt.  mighttake this for granted, without giving the rea- 
ſon for it. At all times, a price which has long ſtood 
low, may be made to riſe ; but it is next to impoſſible 
to make a price which has long ſtood high, to fall in 


the ſame manner. Here is the reaſon : Let me ſup- 

poſe the yard of an extenſive manufacture which oc- 

cupies a number of hands, to be worth 100 grains, 

The workmen here live nearly at the ſame expence, 

and I ſuppole them to live upon the profits of _ 
| wor 


tion - 


Univerſal experience ſhews that the prices of mer- 
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work, when they ſell at 100 grains a yard. The price 


riſes to 120; here is an additional profit of 20 grains. 
If a ſudden turn ſhould diminiſh the demand which 
raiſed the price of the merchandize, it will fall to the 
old rate without much difficulty ; the workmen will 
conſider the 20 grains addition as a precarious profit 


upon which they cannot reckon : but let the price of 


120 grains remain uniformly for ſome years, the 20 
grains will ceaſe to be precarious profits; they will 
conſolidate, as we have called it, into the value of 
the merchandize ; becauſe the workmen, by having 
long enjoyed them, will have bettered their way of 
living; and as they are many, and live nniformly, 


any thing which obliges them to retrench a part of 


their habitual expence, is ſuppoſed to deprive them of 
neceſſaries. 
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This is ſufficient, as a hint, upon a ſubje& which And are pre- 


branches out into an infinity of different relations, 


ſerved upoa 
articles of 


not at all to the preſent purpoſe. But it is very much home con- 


to the purpoſe to ſhew how the impoſition of coin- 
age muſt, on many occaſions, have the effect of at- 
taching the price of commodities to the denomina- 
tions of the coin, inſtead of preſerving them attached 
to the grains of the metals which compoſe them, as 
in the theory they ought to be. 3 
When wars, e. g. occaſion a wrong balance to con- 


tinue for many years againſt a nation, this Keeps coin 


at par with bullion for a long time. Is it not very 
natural, that during that time mauufacturers ſhould 
eſtimate their work according ta the coin, and not 
as formerly, according to the bullion ? The conſe- 
quence of this is, that when peace returns, and when 
coin begins to riſe above the price of bullion, the 


manufacturers ſtick to the denominations of the coin, 


inſtead of deſcending in value (as they ought to do by 
theory) along with the bullion. What is the conſe- 
quence of this? It is that the prices of manufactures 


for home conſumption, and of commodities peculiar to the 


country, - ſtand their ground; that is, prices do not 


deſcend, and cannot be brought down by merchants. 


Vol. II. But 


ſurnptioo. 


— ms not peculiar, but which are produced by different 


aue countries, their prices are violently pulled down by 
© exportation. foreign competition; and the workmen are forced to 
diminiſh them. This hurts them effectually, not be- 
cauſe of the denomination of the prices; becaule, 
properly ſpeaking, this diminution is only relative to 
the denominations of the coin; their gains will 
purchaſe as many grains of bullion in the market as 
before, hut not ſo much coin, and conſequently not 
ſo much of any commodity, which, by the principles 
juſt laid down, have attached themſelves to the deno- 
minations of the coin, and have riſen in their price 
along with it. 
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ter, we may conclude, that the impoſition of coinage 
does not raiſe the price of ſuch merchandize as is 1n 
common to ſeveral nations, and which trade demands 
from each, without any competition with the natives; 
that is to ſay, the prices of them ſtand as formerly 
with reſpect to ſtrangers : becauſe although the prices 
be made to ſink at home, with reſpect to the denomi- 
nations of the coin, yet ſtrangers, being obliged to. 
pay for them in thoſe denominations, are alſo obliged 
to pay an advanced price for the coin, in order to 
procure them. This is the price of coinage. This, 
I confels, is a little fubtle, but I believe the reaſoning 
will be found juſt. | 

On the other hand, when trade extends itſelf to 
other commodities, to thoſe, I mean, which it buys 
in competition with the natives (and which are made 
to riſe and fall from the viciſſitudes of inland demand) 
or to ſuch commodities as are peculiar to the country 
in theſe caſes, I have little doubt but the prices, once 
raiſed and continued high for ſome time, attach them- 
ſelves to the denominations of the coin, and riſe alon 
with it; that is to ſay, coinage is included over and 
above the price which the merchandize would have 
born had no coinage been impoſed, 


— — —— — 


- 


hucts the 


ndutricus, the impoſition of coinage has not, in fact, the effect of 
reducing 
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But ere tem But as to manufactures for exportation, which are 


From this ſhort expoſition of a very intricate mat- 


How this The concluſion I draw from this reaſoning, is, that 


Chap. Il. or POLITICAL OE N NWT. 225 
reducing the prices of commodities to fewer grains of »» bow the 
bullion than before, excepting thoſe of ſuch commo- — 
dities as are fold in competition with other nations; em. 

and even then it may be faid, that it is not the im- 

poſition of the coinage, but the competition with 
ſtrangers, which reduces them to the minimum of 

their value, as well as the profits of thoſe who work 

in them, to the minimum of a phylical neceſſary, 

This laft circumſtance ſhews why thoſe who work for 

foreign exportation, are the pooreſt claſs of. all the 
:nduffrious of a ſtate, but the moſt uſeful to it, at 


the ſame time. I believe experience ſupports the 


truth of thefe concluſions. I ſhall here by the bye 


obſerve, that as the ſtate is made to profit by the di- 
minution of the profits of this moſt uſeful claſs ; as 
ſhe receives the coinage which ſtrangers pay, and 
which is really deducted from the manufacturers who 
ſupport exportation, ſhe ought to indemnify this claſs 
(as may be done in a thouland ways, by premiums, 
for example, upon exportation) out of the profits ariſ- 
ing upon coinage, inftead of making coinage free, to 
the evident loſs of the nation, and benefit to ſtran- 
gers, as we ſhall now endeavour to prove. 


CHAP. IL 


Concerning the Influence which the impofing the Price of 
Coinage, and the Duty of Seigniorage m the Engliſh 
Mint, will have upon the Courſe of Exchange, and 
Trade of Great Britarn, 55 


| N the preceding chapter we have examined a very The of 
nicetheory, into which ſuch a number of circumſtan- prices upon 
ces have been combined, depending upon facts, that lit- — | 
tle ſtreſs is to be laid upon ſeveral concluſions which : 
have been drawn from it, unleſs they be approved 
by experience. 

Let the beſt workman in London make a watch, he 
cannot depend upon its being a good one, until it be 
tried; and when that is done, the application of his 

1 2 theory 


| 
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theory will enable him to diſcover all the defects and 
irregularities in the movement. It js juſt ſo in poli- 
tical matters. The force of theory is not ſufficient to 


form a good plan; but it is uſeful for diſcovering 


many faults which would not have been foreſeen 
without it. The more extenſive, therefore, any the- 
ory is made, the more it is uſeful for theſe purpoſes, 
It is proper only to obſerve that the more complicated 
any principle of itis, the leſs dependance can be had 
upon its operation when applied to practice. 

It is impoſſible to lay down a diſtinct theory for the 
riſe and fall of the prices of all forts of commodities 
in a nation ſuch as Great Britain. All that can be 
ſaid with certainty, is, that competition on the part 
of the conſumers will make them riſe, and that com- 
petition on the part of the furniſhers will make them 
fall. Now the competition among the furniſhers 
may be reduced to theory ; becauſe it is fixed 
within determinate limits, which it cannot exceed, 
and 1s influenced by this principle, viz. that when 
profits are reduced to the minimum (that is to the exact 
phyſical- neceſſary of the workman) all competition 
among furniſhers muſt ceaſe. 

But the competition among conſumers 1s fixed 
within no determinate limits: ſome demand to fatisfy 
phyſical wants ; others thoſe of vanity and caprice. 
Moſt inland demand for conſumption is of this kind, 
and conſequently it is impoſſible to foreſee what effect 
the impoſition of cointege will have upon the prices of 
many commodities. Perhaps they will fluctuate with 
bullion ; perhaps they will adhere to the denomina- 
tions of the coin: experiencealone can bring this mat- 
ter to light. 

But with regard to ſuch commodities as are the 
object of foreign trade, prices are influenced by cer- 
tain principles on both ſides. Merchants, not the 
conſumers themſelves, are the demanders here. Nei- 
ther vanity or caprice, but profit, regulates the price 
they offer. Thus it is, that all competition among 
furniſners muſt ceaſe upon the reduction of profits to 
the minimum, ſo all demand from merchants (who 

in 


7 . 
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in this caſe repreſent the conſumers) muſt ceaſe, ſo 


ſoon as prices riſe above what they can afford to give, 


conſiſtent with their minimum of profit upon the ſale 
of what they buy. 


The degree, therefore, of foreign competition will 


alone regulate the prices of ſeveral exportable com- 


modities, and of conſequence the profits of ſuch as 
are employed in them, as has been ſaid. This pre- 
miſled, we come to examine the influence which the 
impoſition of coinage would have upon the courſe of 
exchange and trade ofa nation, 
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In ſpeaking of exchange, ſo far as it influences the u . 
deciſion of this queſtion, we muſt throw out all ex- w—_— 
traneous circumſtances, and endeavour to reduce it; * 


to the plaineſt theory. 

When one nation pays to another the price of what 
they buy, the interpoſition of bullion is unavoida- 
ble; and the whole operation conſiſts in comparing 
the value of coin with the value of bullion in the one 
and in the other. 


regulated. 


Suppoſe France to owe to England 1000 pound price of ex- 


ſterling ; what regulates exchange here, is the price 
of bullion in Paris and in London. The French mer- 
chant inquires firſt, what is the quantity of bullion in 
London, which at that time is equal to the ſum he 
wants to pay ? And next, what the quantity of bulli- 
on coſts to procure in the Paris market ? Upon this 
the par of exchange ought to be regulated. What- 
ever is given more than this quantity is the price of 


tranſportation, when the balance of trade is againſt 


France. Whatever is given leſs, may be conſidered 
as the price of tranſportation which the Engliſh would 
be obliged to pay were the balance againſt England, 
it the French merchant, by ſending his paper to Lon- 
don, did not fave them the trouble, by diminiſhing ta 
far the balance againſt them; and of this he profits, 
until the balance turns to the other ſide. Now let us 
leave the price of tranſpoptation out of the queſtion, 
and conſider only how the impoſition of coinage, b 
affecting the price of bullion, may influence the courſe 
of exchange. 

Q.3 We 


change 
what ? 
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Wherecoir- We have ſeen how the impoſition of coinage ren- 
the price of ders the price of bullion ſuſceptible of a variation in 


bullion its price, equal to the amount of the impoſition. 


- ought to be 


invariable, * Wherever, therefore, coinage coſts nothing, there 
bullion and coin muſt always be of the fame value, 
This would be the caſe in England, without doubt, 
were the metals in the coin exactly proportioned, 
were all the coin of a legal weight, and were neither 
melting down, or exporting made penal. 

and r- The bullion, therefore, in France may vary 8 per 

ing whe" cent. in its price, according to the balance of trade; 

impoſed. the bullion in England muſt be ſuppoſed invariable, 
let the balance ſtand as it will. 

Bullion in According to this repreſentation of the matter, 


—_— may we not ſay, that bullion in England is always at 


| in France, the higheſt price it ever can be in France, ſince it is 


at the price of the coin ? Is not this the condition of 
France, when the balance of her trade is the moſt 
Anfavourable it poſſibly can be? 
becauſe the If therefore England, ber/elf, contributes to keep 
—— wi the price of her bullion higher than it is in France, is 
the mint, not this an advantage to France, ſince France can buy 
the bullion with which ſhe pays her Engliſh debts 
cheap in her own market, and can ſell it dear in that 
of her creditor ? Is there not a profit in buying an 
ox cheap in the country, and ſelling him dear in 
Smithfield market? | | 
PTY TOY Now why is bullion ſometimes cheaper in France 
lowedto. than in England? I anſwer, that in France it is al- 
France 8 lowed to fall 8 per cent. below the coin, and the King 
per cent- only takes it at times when no body can get a better 
coin. price for it: and that in England the King gives al- 
_ coin for bullion, and by that keeps the price of 


it from ever falling lower. Let the Engliſh mint pay 


the pound troy ſtandard ſilver at the rate of thirteen 


ounces of coin, the price of bullion in England will 
always be dearer than the coin. 
When bullion in France falls to 8 per cent. be- 
low the coin, it is carried to the mint: when it is 
' worth more no body carries any to be coined, 


No 


2. 22 c En 
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No body in France (except upon a general coinage) The wiſe 
is forced to ſell their bullion at this price. Is 1 * 


therefore, a very wiſe regulation, to permit the ope- 
rations of trade to reduce, as low as poſſible, the va- 
lue of that commodity with which all they owe is 
paid, and this more eſpecially, as the fall of us price 
is a proof of the proſperity of their trade. | 

it therefore, it be ſuppoſed, that the effect of 
having a material money for a ſcale of value, is, that 
the denominations in the coin, and not the grains 
of the bullion, muſt meaſure the value of commodi- 
ties for home conſumption ; then it follows, that the va- 
riations in the price of bullion, ſhould not affect the 
price of commodities. = 

This is a queſtion, however, which I do not pre- 


tend to determine, awd I apprehend that nothing but 


experience can reſolve it. 


matters now ſtand; and what would be the caſe, were gn 


the regulations of the mint the ſame in both countries, trade with 


- Tſhall ſuppoſe that England buys of French goods as 
much as may be paid with one thouſand pounds troy 
weight of Engliſh guineas. I aſk for what weight of 
French louis d'ors muſt France buy of Engliſh goods 
to make the balance even? Will it not be anſwered 
(according to the ordinary method of calculating the 
true par of exchange) that if France buys for one 
thouſand pounds troy of her louis d'ors (ſuppoſing the 
guineas and the louis d'ors of the fame fineneſs) that 


'the balance 1s even? | 


Is it not true, that England muſt ſend this thou- 
ſand pounds weight either in gold bullion or in gui- 
neas, and is it not the ſame thing to the Engliſh 
merchant to ſend the one or the other, providing 
the guineas be full weight? | 

But when France comes to ſend the thouſand 
pounds weight of her louis d'ors, ſhe finds at market 
2 thouſand pounds weight of gold bullion 8 per cent. 
cheaper, and this bullion is as good to the Engliſh- 
man as if he had got the louis d'ors. 

FIG Q 4 Let 


Now let me conſider the difference there is be- 22 his 


tween the trade of France and that of England as — 
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Let me ſtate the caſe otherwiſe, Suppoſe France 
buys in England for 1000 pounds weight of her gui- 


neas in Virginia tobacco; and that England buys in 


France for 1000 pounds weight of her louis d'ors of 
Bourdeaux claret, Is not this called par. Will not 
France pay her debt to England with 1000 pound 
of gold bullion? Whereas England muſt pay 108b 
pounds to France; becauſe 1900 pounds weight of 
her louis d'ors, is worth in France 1080 popnds of any 
bullion of the ſame ſtandard. The 1000 pounds then 
compenſates the 1000 pounds; the 80 pounds over 
muſt be ſent to France, and the carriage of this quan- 
tity only, muſt be paid for according to the principles 
of exchange. | 
Here is evidently a balance of trade againſt Eng- 


land of 8 per cent. above the rgal par of the metals. 
Will any body ſay that the 8 per cent. is paid for the 


e of 80 pounds of bullion due? Certain- 
not. X | 

z Now if the Engliſh ſhould declare that they, far 
the future, would coin neither gold or ſilver bullion 
for any perſon, but at the rate of 8 per cent. below 
the value of the coin; and if it be true, that this 
regulation would have the effect of ſinking the price 
of bullion, on many occaſions, to 8 per cent. below 
the coin; in that caſe, would not the Eng/iſh and 
the French acquit their debts of the 1000 pounds 
weight of their reſpective cojn upon the ſame con- 
ditions? In this caſe, would not the price of ex- 
change vaniſh, ſince there would be no bullion to 
be ſent by either party ? But in the firſt caſe, would 
not England be obliged to ſend 8 per cent. above the 
quantity of gold bullion ſhe received from France, 
and would not the tranſportation of this coſt money, 


and would not this tranſportation be marked by a 


certain price of exchange, and conſequently, would 
not the price of exchange riſe againſt England? 

But to this it is objected, that by the former ex- 
ample, the exchange marked 8 per cent. againſt Eng- 
land with great reaſon; becauſe it is plain, that 
there is a balance of $ per cent. againſt England, ſince 
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ſhe has ſent that proportion over to France in 
bullion. Very true. But had England, inſtead of ta- 
king to the value of 1000 pounds weight of louis d' 


ors in claret, taken only for 100 pounds weight, ad. 


the exchange would have ſtill marked 8 per cent. loſs; 
becauſe the 100 pounds of louis d'ors muſt be paid 
with the 108 pounds of bullion, although England 
by this trade has evidently gained 892 pounds of 
bullion, which France muſt ſend her as a balance. 

As matters of fact, when they can be procured, 
tend greatly to confirm theory, by forming a ſolid ba- 
ſis whereupon to reaſon, I ſhall here profit of one 
which has fallen into my hands, and by applying it 
to the preſent queſtion, endeavour to give ſome ad- 
ditional force to this reaſoning. 

Mr. Cantillon, in his Analyſis of Trade, which I ſup- 
poſe he underſtood by practice as well as by theory, 
has the following paſlage in his ggth page. | 

The courſe of exchange between Paris and Lon- 
« don ſince the year 1506, has been at a medium 
« price of 32 pence ſterling. for the crown of three 
„ livres; that is to ſay, we pay for this French crown 
of three livres, 32 pence ſterling, when calculated 
on gold, when in fact it is worth but thirty pence 
and three farthings, which is giving four pounds in 
the hundred for this French money; and conſe- 
quently, upon gold, the balance of trade is 4 per 
* cent. againſt England in favour of France.” 

In this place, Mr. Cantillon calculates the par of 
exchange according to the common rule, to wit, gold 
bullion againſt gold bullion in the coins of both na- 
tions, where both are of legal weight; and he finds 
that there has been, theſe thirty four years paſt, a 
balance of 4 per cent. againſt England. 

Now according to my theory, this is exactly what 
the coinage in France ought to produce, ſuppoſing 
on an average that the trade had been at par. Here 
is the reaſon. | | 

The coinage in France coſts 8 per cent. | 

When the balance of trade is favourable for France, 
coin is worth 8 per cent. above bullion. Th 
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The prool is plain. Were it not 8 per cent. above 
bullion, no man would ever carry bullion to the mint; 
'b.cauie the mit price is 8 per cent. below that of the 
coin. 

When the balance of trade is againſt France, coin 
muſt fall nearly to the price of bullion. | 

Suppoſing then that the balance of the trade of 
France (at a medium of thirty four years) is found to 
have been at par, will it not follow, that at a medium 
alſo of theſe thirty four years, French coin muſt have 
been at 4 per cent. (the half of the m—_—_ above bul- 
lion? Conſequently England having taken merchan. 
dize from France, and France having merchandize 
from England, for the ſame weight and fineneſs in 


obliged to ſend to France 4 per cent. more bullion in 
order to pay the coinage ? This reaſoning appears 
concluſive to me, who am no merchant, and who do 
by no means pretend to a perfect underſtanding of 
. thoſe affairs; but I think this circumſtance is atleaſt of 
ſufficient importance to make the matter be inquired 
into, For this purpoſe, I ſhall ſuggeſt a method of 
| making the diſcovery. | 
Faſy to be Ik it ſhall be found, that Engliſh draughts on Paris, 
all times by Or French remittances to England, ſhall at any time 
the price of occaſion bullion to riſe in the market of Paris above 
courſe ofex- the mint price, will it not be allowed that ſuch a cir- 
been cumfſtance demonſtrates that the balance of trade is 
market. then in favour of England? If at that ſame time it 
| ſhall be found that exchange (when reckoned upon 
the go'd as Cantillon has done) 1s againſt England, 
will it not be a demon#ration of the truth of what I 
have here ſuggeſted as a queſtion worthy of exami- 
nation ? 
When bul- For if the balance of trade be againſt France, ſo as 
* o to make her buy bullion to ſend to England, this is 
England, à proof that ſhe owes England a balance; and if at 
ann the ſame time the Engliſh are paying above the in- 
France. trinſic value of the metals (in their reſpective coins) in 
what they oweto France, that additional value cannot 


be paid by England as the price of exchange, or to 
F 


their reſpective coins, muſt not England have been 
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pay for the tranſportation of their bullion, but to pay 

nt; the French creditors the additional value of their 

the coin above the price of bullion. TH | | 
May we not alſo conclude, that in a kingdom fuch Courſe of 

:0in as England, where coinage is free, the courſe of ex- e e 


l t f rule of judge 
| change is no certain rule for judging of the balance ing of the 

of of trade with France; but only of the value of French N 
] to coin above French bullion. All authors who have ouly of the 
Jum written upon exchange, repreſent the advanced price un 
ave given upon bills above the intrinſic value of the coins, 
Jul. to be the price of carriage and inſurance, &c. in 
an- which caſe exchange, no doubt, may mark the balance 
Iize of trade; but if an advanced price muſt be given in 
in order to put bullion into coin, or in other words, if 
een the metals in the coin are worth 8 per cent. more than 
n in any bullion of the ſame fineneſs, 1s it not evident that 
ears a nation may be drawing a great balance of bullion 


do from another, although ſhe be, at the ſame time, Pay” 
z of ing 8 per cent. above the rate of bullion in the ſums 
t of ſhe repays to the nation which is her debtor upon the 
red whole; that is to ſay, although ſhe be — above 


| of the real par of exchange, as it 15c calculated. 

If it be here objected that this cannot be the caſe, 
iris, becauſe when the balance of trade is againſt the 
me nation which impoſes coinage, their coin falls to the 
ove price of bullion : I anſwer, that a balance may be 
cir- againſt ſuch a nation, without producing ſo great a 
e 18 fall in the coin. Coin is reduced to the par of bullion 
e it only when the balance is at the height agairſt a na- 
pon tion, and when it has remained fo for a long time. 
nd, Who would give coin at a diſcount of 8 per cent. if 
at | there was a proſpeCt that in a few days, weeks, or 
mi- even months, it was to riſe to its former value? 

Theſe are the reaſons which engaged me, in a for- 
> as mer chapter, to lay it down as a rule, that trading 
16 ſtates ſnould endeavour, as nearly as poſſible, to ob- 

at ſerve the ſame regulations with their neighbours, in 
in- every thing relating to their coin. It is alſo in order 
in to facilitate ſuch a regulation, that ] ſhall inſert, at 
not the end of this book, a very particular ſtate of the 


French 
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French coinage, and of what I can gather with re- 
geard to that of Holland. 
There From what has been ſaid, it appears that the com- 
calculated mon method of calculating the real par of exchange 
«7 fe . 1s not correct, ſince it is calculated by comparing the 
of the coin, q quantity of fine bullion in different coins, and attri- 
__ e buting the difference between the bullion paid for 
jo weight the paper, and the bullion received in p —_— of it, 
bas the price of tranſportation. This, I ſay, is by no 
means correct; nor is it poſſible it ſhould be "ks un- 
leſs bills of exchange were ſpecified in the weight of 
fine bullion, inſtead of being ſpecified in the denomi- 
nations of the coin : an example will make this plain. 
Were a merchant in London to aſk of another who 
has a correſpondence .in Paris, to give him an order 
for a hundred yards of Abbeville cloth, and to offer 
him, in exchange, the ſame quantity of cloth of a 
worſe quality, would not the merchant to whom the 
propoſal is made, immediately calculate the value of 
both commodities, and demand the difference of the 
yalue between what he was to give, and what he was 
to receive? Could ever this difference be conſidered 
as any thing elſe than the difference between the real 
worth of the commodities? But were they to ex- 
change at London an hundred pounds of fine filver 
bullion, for the ſame weight at Paris; then if the 
merchant demanded one grain more than he was to 
give, it muſt be upon the account of tranſportation ; 
becauſe, weight for weight, there is not the ſmalleſt 
difference between equal weights of the fine metals. 
Bills of exchange, then, being all conceived in de- 
nominations of money of accompr, realized in coin; 
and coin changing in its value with regard to bul- 
lion; it 1s evident that the real par cannot be com- 
puted upon the bullion alone contained in the coin. 
obj. Ex If it is objected, that ſince it is the courſe of ex- 
gala, the change which regulates the price of bullion, all va- 
price of bul- riations between bullion and coin ought to be aſcribed 
wo to that cauſe. 
dad De- I anſwer, that it is not the courſe of exchange 
— which regulates the price of bullion; but ex- 


change 
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change makes it aſcend from the price to which it raiſes is 
is regulated. — 
The mint price regulates the price of bullion; and pulls i 
there it will nearly ſtand, while the balance of trade 
is either at par, or favourable to a country. Ex- Balance uf. 
change therefore, or a wrong balance, can only make var, nomark 
it riſe; and it returns to where it was, by the force ot « balance 
of another principle. | — by” 
In the next place, were I to allow that the balance e. 
of trade regulates the price of bullion, it would not 
follow that what is called the real par of exchange is a 
rule to judge of the balance of trade of a nation. Is it 
not plain, that if France, for example, being at pre- 
ſent obliged to ſend great ſums into Germany, upon 
account of the war (anno 1760,) has reduced the price 
of her coin to a par with bullion, that all nations 
will profit of it as much in their trade with France, 
as if the balance was become favourable to them ; 
ſince the courſe of exchange will then anſwer accord- 
ing to the converſion of bullion for bullion in all re- 
mittances to France. | | | 
But were France at preſent to remit money to any 
other country, which has the balance favourable, and 
where coinage is paid, ſuppoſe to Spain, while the 
balance between France and Spain is ſuppoſed to be 
exactly even; would not the real par between the 
money of Spain and of France mark an exchange 
againſt France, for the value of the coinage impoſed 
by Spain? This is the reaſon why, in time of war, 
exchange between France and England appears more 
favourable to England than in time of peace, But 
does this anywiſe prove that the balance of trade is 
then more in favour of England? by no means: for 
let me ſuppoſe the balance of their trade to remain 
the ſame after the peace as at preſent, is it not evident, 
that in proportion as the coin of France ſhall riſe aboye 
the bullion, that the balance of trade will become, 1n 
appearance, againſt England? . 
By the balance of trade, | here conſtantly underſtand Bilazce of 
a certain quantity of bullion ſent by one nation . 
another, to pay what they have not been able to com- 


penſate 
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penfate by an exchange of their commodities, remit- 
tances, &c. and not that which they compute in 
their bills as the difference between the reſpective 
values of coin and bullion in both countries. 

How, then, is the real par of exchange to be re- 
gulated, fo as to determine which nation pays a ba- 
lance upon the exchange of their commodities ? | 
The real I anſwer, To dete mine that queſtion, let bullion 
—_ > over all the commercial world be ſtated at 100, and 
be bxed by Jet coin in every country be compared with it, ac- 
ating value cording to the current price. In England, for ex- 
of the coin, ample (were all diſorders of the coin removed) coin 
— San muſt always be as 100. In France, when the balance 
quantity of is fayourable, at ro8.279. In Germany (were the 
it contains. Emperor's late regulation with Bavaria to be made 
general) at ro. And fo forth, according to the 

price of coinage impoſed every where. Theſe ad- 
vanced values above the 100, never can riſe higher; 
and the more the balance of their reſpective trade is 
unfavourable, the nearer they will ſeverally come to 
100; below which they never can fall. Theſe fluc- 
tuations will conſtantly be marked in exchange; 
wh becauſe all circumſtances are exactly combined by 
[ | merchants; but the balance of the trade will only be 
mark ed by what exchange is made to vary from theſe pro- 
6 tion is. 
reef of 15 Let: me ſuppoſe the trade of France favourable up- 
1 der on the whole, by great commiſſions from Cadiz. and 
41 bullicin at the ſame time to be carried to the mint at 
i 8 per cent. below the price of coin. 

Let me ſuppoſe, that upon all the trade of England 
with France, there ſhall be, at that time, a balance 
of 2 per cent. ſent from France to England in bullion ; 
and upon the trade with Germany a balance of 1 

Cent. 

I tay, that the par of exchange between England 
and France is 8 per cent. againſt England ; and that 
the par of exchange between Germany and France is 
7. per cent. | ſtate it at this rate; becauſe the ba- 


lance being ſuppoſed favourable for the three nati- 
| ons, 
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ons, the value of their coin with reſpect to their bullion 

ought to be in proportion to the mint price. gl 
The cour/e of exchange, therefore, if it be a rule to 

judge by, ought to mark 6 per cent. againſt England; 


which 1 ſay is 2 per cent, in her favour : and the ex- 


hange with Germany ought to mark 6 per cent. a- 


c 
gainſt Germany; Which I call 1 per cent. in her favour. 
An example will make this plain. | 
Suppoſe Engliſh guineas, German carolins, and 
French Louis, to be all of the ſame weight and fineneſs; 
| ſay, the real par in the example we have ſtared is, 


between Paris and London, 100 Louis are equal to 
108 guineas; becauſe the 100 Lows are worth 100 


guineas in London, and 108 guineas are worth no 
more than 100 Louis in Paris. Again, between Paris 


and Francfort, 100 Louis are equal to 10% carolins; 


becauſe 108 carolins are worth at Paris 100 Louis; 
and 101 Louis at Francfort are worth 100 carolins; 
conſequently, the difference between 7 and 8 is the 


real par, to wit, 100 Louis for 101 carolins. Next, 
as to the par between London and Francfort, here 
100 carolins equal 101 guineas; becauſe 100 caro—- 
ins in London are worth 100 guineas; and ror gui- 


neas at Francfort are worth no more than 100 carolins. 
Now in the ordinary way of reckoning the 


real par, the roo Louis, 100 carolins, and 100 gui- 


neas, are all ſuppoſed to be of the ſame value, in 


the three markets; and the difference between this 


ſuppoſed value, and what is paid for it, is ſuppoſed 


to be a loſs upon trade. In this light, the nation's 


lols reſembles the loſs incurred by him, who, when 
he goes to the bank, and pays ten pounds ſterling in- 
coin, for a bank-note, ſays, that he has given ten 


pounds for a bit of paper, not worth one farthing; 
reckoning the value of the note, at the real par of the 


paper it is writ upon. | 
The general rule, therefore, as J apprehend, is, to ſet- 
tle the real par of different coins, not according to the 


bullion they contain, but according to the bullion they 


can buy with them in their own market at the time 
| if 
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If 1000 pounds weight of guineas can purchaſe at 
London 1000 pounds weight of ſtandard bullion; 
and that 1000 pounds of the ſame weight of Louig 
can buy at Paris 1080 pounds weight of the ſame 
ſtandard bullion ; then 1000 pounds weight of gui- 
neas is at the real par with 925 e pounds weight 
of the Louis, and not worth 1000, as is commonly 
ſuppoſed. 

If the doctrine laid down in this chapter be found 
ſolid; if no eſſential circumſtance has been over- 
looked, which ought to have entred into our com- 
binations, (points left to the reader to determine) 
then we may conclude. 

1999, That the courſe of exchange, in the way peo- 
ple take to calculate the real par, is no rule for 

judging of the balance of trade. | 

2do, That the great duty laid upon the fabrica- 
tion of the French coin, either deceives the Engliſh 
nation, and makes them conclude, from the courſe 
of exchange, that their commerce with France is 
extremely diſadvantageous: or, if it be really diſ- 
advantageous, that it is the impoſition of a duty on 
coinage in the French mint which occaſions it. 

It is a queſtion belonging to the theory of com- 
merce, and not to that which we are now upon to ex- 
amine the nature of a diſadvantageous trade, and to 
inveſtigate the principles pointing out the commodi- 

ties which every country out to encourage for expor- 
tation, and thoſe which are the moſt profitable to 
take in return. * . 
Application Upon theſe principles the trade of England with 
of theſe pria- France muſt be examined, and upon examination it 
Ea will be found whether that trade be advantageous 
———, hurtful. Here the.queſtion is reduced to this; 
ac. Whether from the courſe of exchange it may be con- 
cluded that the balance of trade is againſt England, 
becauſe the French crown is commonly paid with 
thirty-two pence ſterling? We have decided that it 
cannot. If there be no other objections againſt the 
trade of France but this loſs upon exchange; and if 
it be true that this is no proof of trade being a- 


gainſt 


at coinage; then it will follow, that England may lay 
n; as many reſtrictions, duties, and clogs, upon the 
us French trade, as ſhe pleaſes, and may even hi! 
me it to nothing, without ever removing the cauſe o 
u- complaint; while at the ſame time ſhe may be ruining 
ght a trade, which pays her upon the whole a great ba- 
nly lance, and upon which trade ſhe has it in her power, 
by following a different ſyſtem in her mint, to render 
ind her exchange as favourable as with any other na- 
er- tion in Europe. ES | 
m- This point ſeems to be a matter of no ſmall im- 
ne) portance to England; ſince (from a miſtake in point 
of fact, into which ſhe is led from a deluſive ap- 
eo- pearance) a very lucrative trade, when conſidered by 
for the balance it produces, may upon falſe principles, 
| be proſcribed as diſadvantageous. 
ca- Theſe queſtions, however, are not as yet conſider- 
liſh ed as entirely diſcuſſed, and they ſhall be a little fur- 
rſe ther examined in the following chapter. 
18 — 
lif- Bs Op ot Rr ie Me moe rog 7 mig ah acnos 
on | | 
25 CHAP, m. 
ex- | | 
to Is the laßt which the courſe of exchange marks upon the 
di- trade of Great Britain with France real or apparent ? 
or- e w 
to UESTIONS are here propoſed, which I do not Reste for 
pretend to teſolve; all I aim at is to diſcover d ade. 
ith how they may be reſolved. | ttiow, 
it If this inquiry fhall prove an incitement to men 
pus of better oy to review the ſame ſubjects, who 
is; have more extenſive combinations, more experience, 
* and better information as to facts, in that reſpect it 
nd, has ſome degree of merit. | | 
ith I anſwer to the queſtion propoſed, that if the im- Suproſiti 
tit 1 of a duty on coinage in England would“. 
the ve the effect of rendering her trade with France 


d if more lucrative, then the loſs marked by the courſe 
. Vor. II. R of 
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Prieciples, of exchange is feal, at the leaſt in part; if other⸗ 


wiſe, it is only apparent. di NI 

What makes commerce with any country lucra- 
tive, is the balance paid upon the exchange of their 
commodities. t bot N fy 
What regulates the quantity of n ta- 
ken from any country, in the way of trade, is the 
wants of the country demanding; and what ſets the 
balance even, is the reciprocal wants of the other 


country. Nations do not give up corteſpondence 


with their neighbours, becauſe theſe do not accept 
of merchandize in exchange for merchandize, but 
becauſe they find their advantage in ſupplying their 
wants upon eaſier terms elſewhere. 
Every merchant ſeeks to fell dear; and the dearer 


he can ſell, the greater is his profit: that merchant, 


therefore, muſt thrive moſt, who ſells deareft, and 
who at the ſame time can afford to fell cheapeſt. 


If an impoſition on coinage ſhall enable England 


to ſell dearer, without depriving her of the advan- 
tage of being able to ſell as cheap as at preſent, 
then it will follow, that an impoſition on coinage will 
be advantageous. If it ſhall lay her under a neceſ- 
ſity of ſelling dearer, and deprive her of the poſſi- 
bility of ſelling ſo cheap as formerly, then the im- 


7 poſition of coinage will be hurtful. 


Theſe principles premiſed, as a foundation for our 
reaſoning, let us firſt conſider the influence of coinage 


upon the profits on exportation, and then proceed to 


inquire into the influence it has upon articles of im- 
portation. 


As to the firſt, I muſt obſerve, that England, as 


well as every other country, has ſeveral arti- 


cles of exportation which are peculiar to herſelf, and 

others which ſhe-muſt ſell 1n competition wath other 

nations. We | 
The price of what is peculiar is determined by 


the competition of thoſe who furniſh at home, and 
the loweſt price is regulated by their minimum, of 
profit. The price of what is common is regulated 


ot BY 
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by the competition of thoſe who furniſh from diffe- 
rent countries. f 

If the prices of what is peculiar ſhall remain, as 
before, attached to the denominations - of the coin, 
after the.impoſition of a duty on coinage, the com- 

ition of thoſe who furniſh will remain the ſame as 

fore; becauſe prices will not vary; but the ſtran- 
ger, who buys muſt nevertheleſs pay an advanced 
price for ſuch merchandize, becauſe the nation's coin, 
with which they are purchaſed, will be raiſed in its 
value with reſpect to bullion, the only price he can 
pay with. This is the price of coinage: and this im- 
poſition has the good effect of og ſtrangers to 
pay dearer than before, in favour of a benefit reſult- 
ing therefrom to the ſtate. 

Now, if it be obſerved that the demand made b 
the Engliſh for goods peculiar to France, (while tel. 
remain in France at the ſame price as formerly) does 
not diminiſh in proportion as the loſs upon exchange 
happens to riſe ; why ſhould we ſuppoſe that the 
demand for goods peculiar to England ſhould di- 
miniſh, for i Ernilar reaſon. 

If the riſe, however, in the price of exchange 
ſhould diminiſh the foreign demand for ſuch Engliſh 
goods, by raiſing the price of them in the foreign 
market, this, at leaſt, will prove that coinage does 
not make prices fall proportionally at home; becauſe, 
if they ſhould fall, ſtrangers would buy as cheap as 
formerly: the prime coſt (as it would appear upon 
the accounts of their Engliſh correſpondents) would 
diminiſh in proportion to the loſs upon exchange in 
remitting to England, and would juſt compenſate. it: 
ſo upon the whole, the price of the merchandize 
would be the ſame in the foreign market as before. 

If the impoſition of coinage, therefore, be ſard to 
riſe the price of Engliſh merchandize in foreign mar- 
kets, it muſt be allowed that it will not riſe the value of 
the pound ſterling at home, by ſink ing the value of 
commodities ; that is to ſay, the prices of commodi- 
ties will adhere to the n of the coin; ny 
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the coin bearing an advanced value, above what it 
bore formerly, ſtrangers muſt pay it. ge 
But will not this diminiſh the demand for Engliſh 
goods : Not if they be peculiar to England, as we 
here ſuppoſe. But allowing it ſhould, will- not this 
diminution of demand fink the value of the Engliſh 
coin, by influencing the balance of trade? If fo, it 
will render remittances to England more advanta- 
geous : rant King it will recall the demand. The 
diſeaſe, therefore, in this caſe, ſeems to draw the re- 
medy along with it. e 
Now what appears here to be a remedy againſt a 
diſeaſe, is at preſent, as we may call it, the ordina- 
ry Engliſh diet, ſince it is ſinking the coin to the 
price of bullion. If, therefore, the having coin al- 
ways as cheap as bullion, can be any advantage to 
trade, the nation is ſure of having it, whenever the 
balance is unfavourable, notwithſtanding the impoſi- 
tion of a duty on __ | 
When the Trade has its viciſſitudes, and all nations find, at 
balaoce is titnes, that their neighbours muſt depend upon them. 
On ſuch occaſions, the balance of their commerce 
is greatly in their favour. 

Is it not, therefore, an advantage to have a princi- 
ple at home, which, upon ſuch occaſions, is capable 
of diminiſhing with us the value of that merchandize 
(bullion) which ſtrangers muſt give as the price of all 
they buy. | 

And bow, On the other hand, the ſame principle ſeems to fly 

when an, to the aſſiſtance of trade, when the balance becomes 
unfavourable, as it virtually diminiſhes to ſtrangers 
the price of all our commodities, by raiſing in our 
market the value of that commodity, (bullion) which 
they muſt give as the price of what they buy. 

This may ſuffice, in general, upon exportation. It 
is a hint from a perſon not verſed in commerce ; and 
as ſuch it is humbly ſubmitted. 

How te I now paſs to the ſecond part of thisoperation, to wit, 
paying t*7. the influence which the impoſition of coinage has upon 
teas the the ' intereſts of trade, when the queſtion is to pur- 
ode a, chaſe the commodities of other countries. Theſe ope- 


goods im- 4 
ported. rations 
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rations are quite different, and in examining this 
theory they muſt be carefully diſtinguiſſed. 


the favourable balance of trade, procures to the na- 
tion an advanced price upon the ſale of her exports; 
As long as it remains favourable, it muſt produce the 
ſame good effect with regard to her importations, b 
ſinking at home the price of the bullion with which 
ſhe muſt pay for them. Bullion muſt become cheap 
in the Engliſh market, in proportion as the balance 
of her trade is favourable, and in proportion as ite is 
cheaper there than in other nations (with reſpect to 
their reſpective coins) in the ſame proportion, the 
nation has an advantage in paying what ſhe buys. or 
in employing her bullion for extending the fund of her 
own commerce, 1 4 1 N01 
Upon the other hand, ſhould the balance of her 
trade turn againſt her, her bullion riſes. This ren- 
ders the price of all foreign merchandize dearer to 
the importer than otherwiſe they would be; becauſe 
they muſt pay them in bullion. But this loſs is at 


243 


Me have ſeen how the impoſition of coinage, during When the 


balance is 


favourable, 


And how, 


when un- 


wee ie nf 


preſent conſtantly incurred; and when incurred, is 


not national, the national loſs is upon the balance of 
the trade; but whether this balance be paid in bulli- 
on at the mint price, or in bullion at the price 
of eoin, the balance of the trade is juſt the 
ſame. Now, if this wrong balance (which I here 
ſuppoſe to proceed only from -the imports exceed+ 
ing the exports upon trade in general) renders: the 
purchale of foreign-commodities: dearer ta the mer- 
chants, without coſting more to the nation; is not 
this ſo far advantageous, that it diſcourages importa- 
tions, juſt at the time they ought to be diſcouraged, 
and thereby may tend to ſet the balance evenagain ? 
Thbus 1 have endeavoured to analize the influence 
of this principle in the four caſes; to wit, upon ex- 
portation and importation, under a favourable and 
unfavourable balance of trade. Theſe different 
combinations muſt always be examined ſeparately, 

or elſe obſcurity and confuſion will enſue. | 
We muſt alſo obſerve, that there are ſtill other 
R 3 combi- 
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combinations to be attended to, although it be ſuper- 

fluous to apply the principles to them; becauſe the 
variations proceeding from them are ſelf-evident, I 
mean, that this queſtion may be conſidered as rela- 
tive to a nation which has coinage free, with reſpect 
to another nation where that duty 1s impoſed. In this 
caſe we may decide, that as far as the ſituation of 


the latter is advantageous, ſo far muſt that of the 


former be diſadvantageous, and vice verſa. 1 
The queſtion may alſo be conſidered in relation to 
countries who have either the duty on coinage the 
ſame, or different, When they have the ſame, 
there can be no advantage on either ſide; excepting 
in this reſpect, that the nation which has, upon an 
average, the balance of trade in her favour, will 
thereby render her trade ſtill more favourable than it 
would be, were the coinage free on both ſides. 
The more From which we may conclude, that the more. a na- 
trade is ®- tion has the advantage in point of trade, the more it 
themore 18 her intereſt to impoſe the duty of coinage. When 
adviſable i. the impoſition is unequal in the two countries, I ap- 
x duty upon Prehend that the country which lays the ſmalleſtduty 
coinage. upon her coinage, may be conſidered as having it al- 
together free, and that the other may be conſidered 
as impoſing no more than the difference. 
Upon theſe principles muſt the queſtion here pro- 
poſed be reſolved. They never can decide as to the 
matter of fact, to wit, whether the French trade is 
hurtful or lucrative: all we are warranted to conclude 
from them 1s, that the trade of Great Britain would be 
more advantageous with France than it is, were a 
duty on coinage to be laid in England as high as 
there. In that ſenſe, we may ſay, that the apparent 
loſs by exchange is a proof that coin is commonly 
dearer in France than in England; from which a loſs 
may be implied ; but the loſs upon exchange no wa 
denotes the degree of loſs upon the trade, and muc 
leſs does it certify that the balance upon the whole is 
againſt Great Britain, 
CHAP, 
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e CHAP. IV. Seth 
= Of the. different methods 4 impoſing coinage ;, and of the. 
* influence they reſpecitvely have upon the value +4 the 
is mouey- unit, and upon the domeſlic intereſts of the nation. 
f , , * 5 
3 HERE are two ways of impoſing coinage; Two var. 
x X one by poſitive law, mw by 54 —5 of ka — 
0 authority which is every where lodged in the legiſla- 
e ture; the other, which is more gentle, renders te 
>, impoſition almoſt inſenſible, and is effectuated by the 
g influence of the principles of commerce. 
n By the one and the other the ſame end may be ob- 
ll tained; with this difference, that all circumſtances 
it mult yield to the force of authority: and when this is 
employed, coinage is impoſed. as a tax upon coin, in 
M ſpite of all reſiſtance; whereas, in the other caſe, the 
it effect takes place by degrees: it is no tax upon coin, 
n but it is liable to interruptions; and —— upon 
* a general recoinage of all the ſpecie of a nation, it is 
not ſo effectual as the firſt; although it may anſwer 
p perfectly well for fupporting a fund of good ſpecie, 
d and for replacing all the - diminutions it may ſuffer 
from melting down or exportation. 3 
J- | ſhall now give examples of the one and the other Plan laid | 
E method : I ſhall point out ſome of the conſequences pending; 
i3 which attend both: I ſhall chalk out a rough draught 
e of the. principles, which may be applied in forming a 
13 plan for N that impoſition in the Engliſh mint ; 
a and laſt of all, Ithall ſhew how the experiment may 
18 be made. | 
it Were the government of England to call in, at de cds. 
y preſent, all the coin in the nation, in order to be re- poſed by 
8 cCoined, and to fix the mint price of it, as gold and rl. 
| filver ſtandard bullion, at per cent, below the 
h value of the new coin; this would be impoling coin- 
is age by poſitive law; and being an arbitrary operati- 
on upon the coin of the nation, could not fail of in- 
N fſluencing the value of the money- unit. 


R 4 Were 
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—＋ Were the government on the other hand, woe 
e orders to the mint, to pay for gold and filver bullion 
for the future, no dearer than —— per cent. below 
the coin, this would be no arbitrary operation on the 
coin of the nation, and would not (as I imagine) in- 
fluence the value of the money-unit, although it 
might ſink the 2 of bullion, by the influence of 
the principles of commerce. | 
I be different conſequences of theſe two methods of 
impoſing coinage are now to be explained. TIF 
When by Were England, during a war, or at any time when 
Abet whe the balance of her trade is unfavourable, to impoſe 
conſe-  . Coinage by law, in the manner propoſed, the conſe- 
Wen" quence would be, that all the ſpecie in Great Britain, 
or at leaſt a conſiderable part of it, might poſſibly be 
melted down, and fold in the market for bills of ex, 


change. In a nation of trade, where credit is fo ex- 


tenſively and ſolidly eſtabliſhed, there would in ſuch 
The metals a caſe, be no difficulty to find an outlet abroad for all 
ed. © the metals in the kingdom; becauſe then every thing 
would be conſidered as profit, which was leſs than 
the per cent. loſs in carrying the coin to the 

mint. 8855 
If it is objected, that this plan has been many times 
executed in France, particularly in 1909, and 1726, 
without any ſuch inconveniencies; I anſwer, as I have 
done upon other occaſions, circumſtances are to be 
examined. 4 | | 
How, in Upon ſuch occaſions, in France, the coin is order- 
France, this ed to the mint, upon penalties againſt thoſe who ſhall 
in prevented not obey ; melting down is ſtrictly inquired into, and 
meaſure, ſeverely puniſhed ; all the roads which lead to fo- 
reign countries are beſet with —.— and no coin is 
ſuffered to be exported; all debts may be demanded 
in coin; and all internal commerce is carried on with 
ſpecie. 25 ey 
This is a violent method of impoſing a tax upon all 
the coin in the nation ; and the general coinage is 
made with no other intention. In the coinage 1909, 
this tax amounted to 23 =, per cent. (Dutot, Vol. I. 


p. 104.) | 
f Under 


_ 
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Under theſe circumſtances, it is very evident, that French poli- 


tics, ag co 


thoſe who have coin or bullion muſt either carry it to 


the mint, or bury it: there is no middle courſe to be 1. 


followed. 

Let me here obſerve by the bye, how frequent it is 
to ſee people blame the greateſt miniſters raſhly, and 
impute to them the moſt abſurd opinions concerning 
the moſt fimple matters. How much have the mi- 
niſters of France been laughed at, for pretending to 
forbid the exportation of coin, to pay the balance of 
their trade ? They did not forbid the exportation of 
the coin for paying of their debts : on the contrary, 
the King has fometimes had his bankers, whoſe buſi- 
neſs it was to ſend coin to Holland for that purpoſe, 
as we ſhall explain in another place. This, I think, 
is common ſenſe, | 

If the ridicule is'turned againſt thoſe ſtates, who 
forbid the melting down and exporting of coin, where 
coinage is free, I muſt alſo make anſwer, that there 
the prohibition is laid on, to fave to government the 
expence of perpetually recoining what is melted 
down, or of coining the foreign ſpecie, imported in 
return for that of the nation which has been export- 
ed without neceſſity. | 
Let us next examine the conſequence of impoſing 
coinage by law, when the plan is fo laid down (no 
matter how) as not to be fryſtrated by the total de- 
ſer ion of the mint. 


Is it not evident, from the principles laid down in How coin- 
ag 


the firſt chapter, that, in this caſe, the value of the: 
coin muſt riſe, not only with reſpect to bullion, of 


but with reſpect to every commodity : or in other gν 


tics, 


words, that the prices of commodities muſt fall uni- 
verſally with reſpect to the denominations of the coin. 
For who will pay the ſame price for a commodity, 
after he has been obliged to pay — per cent, to pur- 
chaſe the price with which he muſt buy? But the 
moment the great operation of the general coinage 
is over, and that trade begins to work its former 
effects, while the balance of it is ſuppoſed to remain 
unfavourable, all prices will return to their former 

| rate, 


yo | 
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rate, with regard tor the denominations of the coin, 
by the operation of another principle. The new 
coin procured at ſo much coſt will then fall to the 
price of bullion ; that is to ſay, all the price paid 
for coinage will be loſt, and conſequently money will 
return to its former value; or in other words, prices 
will be made to riſe to their former height; becauſe 
then no body will be obliged to pay — per cent. to 
procure the price. | 
A caſe not Now, it is the effect operated upon prices by the 
to be reſolv- return of a fayourable balance, when coin regains an 
— Lg advanced price above bullion by the influence of 
left to be commerce, which my theory does not reach to. I 
verißed by n th, . 
experiment, Cannot diſcover a principle, which can force the 
prices of articles inland conſumption to fall and fluc- 
tuate with the prices of bullion, becauſe I find 
them too cloſely attached to the denominations of 
the coin; and that foreign commerce has not ſuffi- 
cient influence upon them. As that combination is 
beyond my reach to extricate, I leave it to the de- 
ciſion of experiment, | 92278 
Anobjec- Here a plain objection occurs againſt what has 
tion anfwer- been ſaid in the twelfth chapter of the firſt, part, viz, 
That the wearing of the Engliſh coin has the effect of 
raiſing the price of corn in the market, which would 
be made to fall upon a reſtitution of the coin to le- 
gal weight. , Bur the anſwer is plain. In the former 
caſe, the diminution of the value of the coin was 
ſuppoſed real and permanent; in which caſe, with 
time, it works its effects of raiſing prices without 
doubt: but here the augmentation is not real, and 
the fluctuations of the value of the coin with reſpect 
to bullion, are both imperceptible to. any. but mer- 
chants, and at the ſame time ſo uncertain, that they 
have not time to work their effects upon the price of 
other commodities. | 
Were a balance of trade to continue long favour- 
able, and were coin to preſerve, during all that time, 
the ſame advanced value with —— to bullion, in 
that caſe I have little doubt but the value of that 
univerſal commodity (bullion) in conjunction with the 
| opera- 
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operations and influence of foreign commerce, might 
reach inland markets, and reduce the price of com- 
modities. But this 1s ſeldom the caſe (as I am apt 
to believe,) and in proportion as it is ſo more or leſa, 
= a duty on coinage influence the price of commo- 

Nes, Ran | | x); 4 

Comage therefore ought, upon many occaſions, to Coivage af- 
be conlidered as affecting immediately the price of — 3 
bullion only, and that of commodities ndireftly e bullion im- 
whereas the diminution of the intrinſic value of the ad the 5 
coin, by immediately affecting price, muſt conſe- commodi- 
2 affect the rate of every thing which is given A. 

or it. - Log 279 

Let us next examine the conſequence of impoſi 
coinage by the influence of the principles of ——— 

The method here is to leave every one free to do de , 
with their coin, or with their bullion, what they pleaſe; the price ef 
Do they incline to melt down or export their coin, they p mt 
may have entire liberty to do it: no penalty ought to conſene. - 
be impoſed, other than that which will neceſſarily 
follow, viz. the expence of procuring new coin. 

In order to make our. reaſoning here more diſtinct, 
let us form a ſuppoſition with regard to a new regu- 
lation of the Britiſh coin. . g i 20. bo 

The preſent confuſion has convinced every 
man, that a reformation of the coin is neceſſary; and 
the opinions of thoſe who have writ beſt upon that 
ſubject ſeem to be divided upon one main article. The 
metals are diſproportioned in the coin, the gold being 
there to the ſilver, as 1 to 15.21, inſtead of being 
as 1 to 14-5. By law, 113 grains of gold are made 
equal to 1918.7 grains of ſilver. One party would 
have the ſilver adjuſted to the gold; the other would 
have the gold adjuſted to the ſilver. This is the 
queſtion, in a few words. Now, ſuppoſe a middle 
courſe were taken, and that the ſtandard were to be 
fixed at the mean proportion of theſe two values; 
that is, at the value of the half of 1918.7 grains 
fine ſilver, added to the half of 113 grains fine gold 
which, in the firſt part of this book, we have ſhewn, 
by many arguments, to be the only method of pre- 
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ſerving an equality in the money- unit; this will make 
the new pound conſiſt of 1678.6 grains of fine filver, 
and 115,97 grains of fine gold: and this is alſo a ſort 
of medium between the two opinions. * | 

At that rate, the pound troy ſtandard filver :muſt 


de coined into 63 ſhillings and 6 pence, and the 


pound troy ſtandard gold into 46 guineas, or pound 
pieces, each worth 20 ſhillings. | 
Now, if upon both ſpecies 8 per cent. coinage were 
impoſed, (for as all this is a pure ſuppoſition, it is no 
matter at what rate the coinage be ſtated) then the mint 
price of the pound troy fine ſilver muſt be fixed at 
635. 11 d. and the mint price of a pound troy of 
fine gold at 46 J. 55. 34. ſterling. | 
Suppoſe then (as an example) that the mint price 
of fine bullion ſhould be fixed at 8 per cent. below 
coin in England ; What principle could oblige 
people to carry bullion to be coined ? | 
I anſwer, When the balance of trade is favoura- 
ble for England, that balance muſt ſooner ar later be 
paid in bullion, If trade ſtill continues favourable, 


£ 


after the firſt balance is paid, what uſe can thoſe 


who have the bullion make of it, if there be no de- 
mand for it to work it into plate? To export it, 
by employing it in trade, does not remove the diffi- 
culty ; becauſe, while the balance ſtands favourable, 
export as much as you will, more bullion muſt en- 
ter than it is poſſible to export, in the way of trade; 
for we do not ſuppoſe that in exporting it, it is to be 
en away gratis. The bullion, therefore, not bein 
emanded for exportation; not being permitted to pa 

current for money; and not being demanded for ma- 
king into plate; muſt be employed fo as to be pro- 
fitable to the owner one way or other. For this phr- 
poſe it muſt be lent, or employed within the country 
for purchaſing ' ſome fort of effects which produce 
an income. For this purpoſe the bullion muſt be 
coined, in order to render it capable of circulation, 
and of becoming price. | Jo 
At all times, therefore, when in a country there 
is bullion, not demanded as ſuch, the proprietor car- 
ries 


a WW. Dp. 


ſhort, the mint may receive bullion at different prices, 
. T5191 at 


| Chap; W. or POLITICAL OECONOMY. 


ries it to the mint, he ſells it at the mint price; 
and as this mint price is ſtated at 8 per cent. below 
the price of coin, he gives it for the price he can get 
for it: this he does without regret, becauſe, if next 
day he ſhould want to change his coin into bullion a- 
gain, he will find it in the market at the ſame value. 
lf it be further objected, that rather than carry i 


It 
to the mint at 8 per cent. diſcount, people will lend 
it to foreigners : I anſwer, that if it be lent to foreign- 
ers, this lending will turn what we call the balance 
of trade againſt England, and then certainly no body 


will carry bullion, to be coined; for in which ever 


way it happens that more bullion is exported than 
is imported, in every caſe the price of exchange and 
of bullion muſt riſe; and this is conſtantly conſtruct- 
ed, though very improperly, as a balance of trade a- 
gainſt England ; which, to mention 1t by the bye, is 
another reaſon to prove how ill people judge of the 
proſperity of trade by the courſe of exchange, ſince 


the lending of money, as well as the paying of debts, 


equally turns exchange againſt the country. 
\ Bullion, therefore, never will be carried to the 


mint, when it can be diſpoſed of above the mint price; 


and both theory and experience, over all Europe, 
where, England excepted, coinage is impoſed, proves, 
that bullion is carried to the mint, and fold below the 
price of coin, weight for weight of equal fineneſs. 
By fixing the mint price at 8 per cent. below the 
value of the coin, it is not neceſſary that this price 
be made invariable : a power may be lodged ſome- 
where, by the ſtate, to make deviations from the ſtan- 
dard price. A war breaks out; large quantities of 
coin are exported ; ſpecie becomes ſcarce : May not 
the ſtate, at ſuch a time, deliver coin at the mint at 
the current price of the bullion? Let matters come 
to the worſt, the price can never poſſibly riſe above 


the preſent value, to wit, that of the coin, when it is 


preſerved at its true weight. If peace returns, and 
trade becomes fayourable, the mint may then be order- 
ed to ſink its price, in proportion to circumſtances. In 


— 
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at different times, without occaſioning the ſmalleſt con- 
fuſion by ſuch variations in the intrinſic value of the 
current ſpecie, which muſt conſtantly be the ſame. 
It is of no conſequence to any perſon who receives 
it, whether the coinage coſts nothing, or whether it 
coſts 8 per cent. | | 
Influence oe By this method - impoſing coinage, all the ad- 
this method yantages reaped rance may be reaped b - 
2 — The 2 will — thr to fall as 45 
De price of with them, when trade is favourable. If it riſes, 
ties, and va- UPON a wrong balance, the mint need not be ſt 
ue of the in caſe coin be found wanting for the uſes of the ſtate ; 
lag. and when that neceſſary demand is ſatisfied, the mint 
price may be reduced again. | 

I do not ſee how the value of the pound ſterling 
can be any-wiſe influenced by this. plan of impoſing 
coinage : becauſe the impoſition is not arbitrary ; nor 
can it either add to or take from the maſs of the me- 
tals appointed by ſtatute to enter into the coin. 

The only poſſible influence coinage can have upon 
the value of the pound ſterling, is by lowering the 
price of commodities. If it has this effect, I till a- 
gree that it is the ſame thing as if an addition were 
made to the metals in the coin. Experience alone 

will refolve the queſtion; and if by this it is found 
that prices are not affected by it, then we may ſafely 

declare, that no variation has been occaſioned in the 
value of the money-unit, and conſequently no injury 
done to any intereſt within . the ſtate. 

This propoſition, however, requires ſome limita- 
tions. The prices of commodities, certainly, will not 
be affected immediately by the impoſition of coinage, in 
the way it has been propoſed to lay it on; but I do 
not ſay that, upon ſome occaſions, they may not be 
affected by ſlow degrees. 

When the balance of trade at any time has ſtood 
long favourable for England ; when the coin has re- 

mained long conſiderably above the price of bullion, 
and when, conſequently, the mint has been well em- 
ployed; then the value of commodities, as has been 
ſaid, may become influenced by the operations of fo- 

reign 
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reign commerce, and be funk in their price. Yet e- 
ven here this conſequence is by no means certain; 
for this reaſon, that what turns the balance of trade 
in favour of a nation is the demand which foreign 
markets make for her commodities : now this demand, 
as it raiſes the value of her coin above her bullion, ſo 
it raiſes the price of her commodities, by increaſing 
foreign competition to acquire them. | 
Theſe combinations are very intricate, and more 
properly belong to the doctrine of commerce than to 
that which we are now upon. I have thrown them 
in here, for the ſake of extending the preſent theory 
a little further, and for enabling us to account for 
appearances which may happen upon the impoſition 
of coinage, ſuppoſing it ſhould be thought proper 
to make the experiment. | | 


— — — 


SAP. V. 


How an Experiment may be made to diſcover with Cer- 
tainty the real Effefts of the Impoſition of Coinage. 


* - 


E have dwelt very long upon this part of our 
ſubject, and after all our endeavours to eluci- 


date the principles which ought to decide whether 
or not the impoſition of coinage will raiſe the value 
of the pound ſterling, in a kingdom which, like Great 
Britain, is in a mercantile correſpondence with na- 
tions where that duty is introduced, we have till 
been obliged to leave the final deciſion of the queſ- 
tion to an experiment. 

By that alone it will be clearly diſcovered, whether 
coinage will have the effect, i nn, of ſinking the prices 
of commodities, to the prejudice of manufacturers; 
2do, of raifing the «price of the pound ſterling, to the 
prejudice of all the claſſes of debtors within the na- 
tion; and 2719, of hurting trade, by putting England 
under the necellity of felling dearer, without being 
able to fell as cheap as before: or whether commo- 
dities will remain at their former prices; the pound 

ſterling 
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ſterling at the ſame value; and England be enabled 
to ſell deater to foreigners, when her commerce is 
favourable, without being obliged upon other occa- 
ſions to ſell one bit dearer than at preſent, 
I ſhall now give a hint concerning a proper method 
of making the experiment. | 
The plan.of Suppoſe peace? reſtored, and a balance of trade 
men pra- favourable to England; that government ſhall take 
poſed. the reſolution to ſet about the reformation of the 
coin; that they ſhall publiſh the plan of reformation 
three years before it is intended to commence, ac- 
cording to what was propoſed in the 14th chapter of 
the firſt part; that they ſhall make a change in the 
mean time upon the regulation of the mint, by order- 
ing all ſilver coin, and all guineas, except thoſe of 
George II. to paſs by weight; that ſhillings ſhall be 
ordered to be coined at 65 in the pound troy, the 
mint price, when at par with the coin, remaining as 
at preſent with regard to the gold, and raiſed to 65 
new pence per ounce with regard to the ſilver, This, 
I imagine, will furniſh ſpecie ſufficient to the nation, 
and will make no change upon the value of the 
pound ſterling at preſent. 
The conſe- So ſoon as there ſhall be a few millions of ſilver 
r ent. coined free, let the mint price both of gold and ſilver 
to recall the be diminiſhed, ſuppoſe 4 per cent. This, I imagine, 
od 89d. will in a ſhort time give an advanced price to coin, 
and ſink the price of bullion ; which will have the 
effect of recalling all the guineas of the late King 
from Holland and Flanders; becauſe coin being then 
dearer than bullion in England, people will chooſe 
to ſend over current guineas to pay their Engliſh 
debts, rather than to remit bills of exchange. This 
circumſtance will naturally ſtop the coining of gold 
for ſome time; but if the balance of trade ſhall con- 
tinue favourable, the mint muſt, in time, be ſet 
in 


During this - During this period, a ſtrict attention muſt be had 
| ® Written in the year 1761. © 
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tothe tate of prices. It is plain, that ſtopping the 
- © coming of gold ought not to make them ſink; fince be had to 
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a. Cloſe at- 
tent ion muſt 


the daily augmentation upon the quantity of the gold — of 


coin from abroad (which will not coſt any coinage) 
will, I imagine, be ſufficient to - compenſate it. If, 
therefore, prices ſhall be found to fink notwithſtand- 
ing, this effect muſt proceed from a combination 
among the merchants. An intelligent ſtateſman will 
quickly diſcover the true ſtate of the caſe. 


If the ſinking of the price is a neceſſary conſequence 
of the impoſition of coinage, it will perhaps manifeſt to diſcover 


” 


the true 


itſelf by the following ſymptoms: 19, The profit of a r. 


the *Engliſh merchants upon goods exported: will be 


the ſame as before. 249, The price of the goods 


exported will be the ſame as before in foreign mar- 
kets. And gti, Exchange will mark as many per 
cent. favourablefor England as goods will have fallen 
in their price at home, | 
If the fall of the prices be forced, by a combination 
among the merchants, their profits will be greater; 
and very probably no variation will appear upon the 
exchange in favour of England. | 
Let, therefore, the courſe of exchange be attended 
to, and by this the miniſter will be able to judge, 
when ſilver and gold are to be brought to the mint. 
The moment exchange, and the price of bullion in 
the London market, ſhall ſhew that coin is near the 
full price of coinage above the price of bullion, then 
the time approaches when the mint is to be ſet a- going. 
It is to no purpoſe to pretend to prognoſticate the 
effect of this change in the policy of the Engliſh mint. 


Further 
couſeguen- 


Effects it will certainly produce, which every one ces of this 


will interpret according as their intereſt may dictate 
to them. But the principles of trade are now; too 


well known. Engliſh miniſters are too well inſtructed 


in the theory of it, and too ſharp-lighted to be de- 
ceived by appearances. A trial of a few years will 
render the conſequences of this innovation perfectly 
clear; and before the great reform takes place, the 
principles will be ſo well confirmed, as not to leave 

Vol. II. 70 8 a2 a ſhadow 


experiment 
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a ſhadow. of doubt concerning the courſe which is 


beſt to be followed. 

The filver coined in the interval, at 65 ſhillings in 
the pound troy, may then be rated at its juſt value, 
in proportion to the new pound ſterling, and may 
form a. denomination by itſelf, eaſily to be diſtin- 
guiſhedby the ſtamp. If it ſhould deppen to fall into 
inconvenient fractions, let it be called in, and re- 
ceived at the mint above the rate of other bullion: 
the loſs will not be conſiderable; and it cannot be 
expected that any plan can be propoſed which: is 
liable to none. 

Another method is, to coin, during the interveb 
of the three years, ſhillings of the weight adapted to 


the new regulation, and to give them a value pro- 


_—_ oy 


portioned to the preſent currency, in the mean time. 
2 whatever way the experiment be made, by the 
ſition of the price of coinage, a great expenoe 
wil be ſaved to the ſtate, the expence of the mint. 
The national coin will be kept at home, and when 
exported, will be preſerved from the melting pot. 
This is the caſe with the French coin. Why are 
louis d'ors worth as much as guineas in many foreign 
countries? It is evident that they are not intrinſi- 
cally worth ſo much by 44 per cent. but they are vir- 
tually ſo in the eyes of money-jobbers, becauſe, 
being exported from France while coin is fallen low 
by a wrong balance of their trade, they ſtill retain an 
advanced value, for this reaſon, that when ſent back, 
upon a revolution in trade, they are better than bul- 
lion, by all the advanced price of the French coin, 
at a time when their balance becomes favourable; 
and for this reaſon they are ſought for, and are paid 
for in proportion: whereas any bullion, or any coin 
whatſoever, is as good to ſend to England as her own 
proper ſpecie; ; which occaſions the guineas to be 
melted down without the ſmalleſt regret. 
It would be a curious inquiry to examine the pro. 


%ealth of « portion of money coined in England and in France, 


nation by 
the quantity 


of its coin? 


and to compare the quantities coined with the quan- 
tities in exiſtence, People commonly eſtimate: 405 
| weal 


= 
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wealth of a nation by the quantity of its coined mo- 
ney. Some go farther, and imagine that the quan- 
- tity of the coined money is the repreſentation, and 
even the meaſure of its wealth. I cannot be of this 
opinion, for reaſons which I have given in another 
place; but I ſhall only obſerve here, that coin, like 
every other thing, 1s made in proportion to the occa- 
ſions people have for it. 
The more equality there is between induſtry and 
conſumption in any nation, the leſs coin they have 
occaſion for, in proportion to the alienations they 
make; the more a nation is given to penury and 
hoarding, their occaſions for coin are proportionally 
er. 

An example will make this plain. Suppoſe two 
markets in a country, where paper does not circulate; 
that 1000 people come to the one to ſell, in order to 

buy; that go reſort to the other, with an intention 
only to ſell, and 500 others only to buy. In the laſt 
example, it is evident, that there muſt be brought to 
market, in ſpecie, the price of all the s offered 
to ſale, or elſe a part muſt remain unſold: but in the 
firſt caſe, a much: ſmaller proportion will fufhee ; 
becauſe no ſooner has any one ſold the goods he has, 
than he buys from another what he has occaſion for; 
and ſo the ſame money circulates frotn hand to hand; 
ſo much; that if we ſuppoſe every one of the thouſand 
perſons to ſell for the preciſe value of what he'buys; 
every man will carry home the ſame ſum of mone 

he had in his pocket on coming to market. Thoſe 


who begin by ſelling, will carry home their own 


coin; thoſe who begin with buying, will replace what 
they had with the coin of other people. 


In proportion, therefore, to the trutks of commo 


dities for commodities, money is the leſs neceſſary; 
and in proportion as people ſell, in order to realize, 
coin is the more neceſſary, When hoarding was | 
faſhion, and when lending upon intereſt was little 
known, had alienation been as frequent as at preſent; 
the total of coin muſt have been much greater. At 
preſent no body hoards, where lending at intereſt is 
30 lawful, 
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Joſt as we 


tate by the 
weight of 
his purſe. 
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lawful, except in nations where credit is precarious. 
This was the caſe 'in England about 1695, and is 
perhaps the caſe at preſent in France“. Hoarding 
from this motive is more hurtful than from any other: 
becauſe, at the ſame time that it deprives the public 
of a circulating value, by preventing the lending of 
the coin of the nation, it alſo prevents bullion from 
being lent by neighbouring ſtates, and from being 
carried to the mint by thoſe who have it at home. 
Whereas hoarding from avarice has none of theſe in- 
conveniencies; and when credit is good, there will 
always be found coin ſufficient; becauſe a demand 
for it will always procure it. | | 

Why is there ſo little coin in England, in propor. 


can eſtimue tion to what there is in France? Does any man ima- 


a man's eſ- 


ine that this is a mark of poverty ? By no means. 
t the ſtate proſcribe the currency of paper money, 
the coin will quickly return ; becauſe then it will be 
demanded. . But at preſent the paper ſupplies its 
place, and ſo it goes abroad in order to gain more: 
whereas in France it remains at home, and produces 
nothing. The wealth of a nation can no more be 
eſtimated by the quantity of its coin, than the wealth 
of private people by the weight of their purſe. Were 
3 perſon, from that circumſtance, to calculate the 
wealth of the Britiſh courtiers, aſſembled at the 
Groom Porter's, he would find himſelf groſsly de- 


ceived in his concluſions. 


® In 1760. 
CHAP. VI. "19. 
Miſcellaneous Queſtions and Obſervations concerning the 
| Doctrine of Money and Coin. 


| I. deducing the principles of every branch of po- 


litics, it is of great importance, at ſetting out, 
to treat every one ſeparately; to avoid intricate 
combinations of circumſtances; and to learn how to 
b RI n Be diſtin- 


tin- 
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diſtinguiſn between the o 


that upon which our attention is fixed at the time. 


Let the combination and complication of circumſtances 
be ever ſo great, all and every one of them conſtantly 


remain under the influence of one principle or other. 

The great art, therefore, is to have the whole 
plan of the ſcience ſo ready at command, as to be able 
to combine and apply every principle of it to the 
caſe propoſed. 

From this we diſcover of what importance it is to 
be exactly informed as to facts, and how utterly in- 
ſufficient the beſt theory is in the hands of any perſon, 
who is not at the ſame time a thorough practitioner in 
the political ſcience. bs CO 
In treating of the application of principles to par- 


ticular caſes, we muſt conſtantly go upon this hypo- 
theſis, that in the caſe propoſed there are no unknown cir- 


cumſtances, which may be repugnant to the exact com- 
binationof thoſe which have entered into our ſuppoſition,” 


perations of the general 
principle in queſtion, and the influence of an acei- 
dental circumſtance, which may throw the deciſion 
of a particular caſe upon a principle different from 
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The uſe, therefore, of a miſcellaneous chapter, The nſ+ of 


after the deduction of the general principles is over, 


a miſcella- 
neous chap- 


is to ſerve as an exerciſe upon them. This is done er at che 


by introducing queſtions which may tend to illuſ- 
trate or explain the matters already treated of, and 


which have not been introduced in the body of the 


work, for fear of rendering combinations too com- 
plicated, and of drawing the attention from the main 
object of inquiry. When a particular appearance, 


alſo, ſeems to contradict a known principle, that ap- 


pearance may here be analized, and the particularity 
of the caſe pointed out, and ranged under the prin- 


ciple which influences it. Numbers of objections alſo 


occur to readers of ſuch inquiries, and which even 
naturally occur to the author himſelf, although he be 
obliged to take no notice of them at the time, for 
fear of interrupting his ſubject; theſe. may properly 
find a place in a ſubſidiary chapter. It is, however, 
to no purpoſe to attempt to exhauſt any political ſub- 


8 3 ject. 


end of 2 
ſubject. 
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ject. The combinations of circumſtances are infinite; 
and therefore people muſt content themſelves with 
deducing all the principles by which they may be 
reſolved, leaving the reſt to the reader's ingenuity. - 
Queſt.  QyrsT. I. The firſt queſtion I ſhall propoſe for il- 
TT" ral ths the docitns of monzy is © eee Ui 
ot mone7 pals that the ine of money 1s iffi- 
appear fo hs and involved? F 
Anf. B- Axs w. This I aſcribe chiefly to the introduction 
| perplexea of @ money- jargod, employed by people who have 
with jargon. had the management of mints, or who have been 
practical merchants, without knowing any thing of 
the theory of their buſineſs. | | 
The deno- As long as money went by weight, and was conſi- 
minaons dered as gold and ſilver bullion, the whole doctrine 
conſounded of it remained clear and intelligible ; but the introduc- 
with then" tion of a numerary value, or denominations of mo- 
of it. ney of accompt, ſometimes attached to one quanti 
of the metals, ſometimes to another; and the inter 
of Princes, which made them endeavour to perſuade 
their ſubjects that the ſtamp of the coin was'ſuf- 
ficient to give a value to it ; has both introduced anun- 
intell;gible language, and has really involved the ſub- 
ject with ſo many extraneous circumſtances, that 
when we conſider every thing, the perplexity is not 
much to be wondered at, | 
I ſhall now endeavour to reduce all theſe perplexi- 
ties under ſome general heads. h 
. firſt is, confounding ideas quite different 
ney, coin, in themſelves. The terms gold and filver, money of ac- 
35 1 
bullion, and campt, coin, bullion, and price, are often underſtood and 
all confide;- made uſe of as ſynonimous, although no things can 
amen be more different. 33 
What is The terms gold and filver ſhould convey to us no 
meant by other idea than that of pure phyſical ſubſtances. 
What by That of money of accompt repreſents an invariable 
money? {ſcale for meaſuring value. | | 
N Coin conveys the idea of the public authority aſcer- 
85 taining the exact proportion of fine and alloy in a 
mixed metal, and the realizing, in a determinate 


weight 


Chap: VI. or POLITICAL ORG, r. 2859 


A weight of it, the invariable ſcale of money, ſome- 

1 times correctly, ſometimes incorrectly. 5 

J Bullion carries the idea of certain determinate mix- 2 

| tures of the metals, commonly aſcertained by ſome © 
" public ſtamp or other, and drawing their value ex- | 
J actly from the proportion of the fine metals they con- 
- tain, the workmanſhip being conſidered as of no value. 


Prices, again, when con{ider ed as conſiſting in coin, what by 
is a more complex idea ſtill, In it are comprehended *"*** 
the value of the metals; the authority of the ſtamp 

for the currency; the actual value of the coin as a 
manufacture, above the value of it as a metal; the 
common and univerſal equivalent of all things aliena- 
ble; and the mean value of the currency of which price 
is ſuppoſed to contain exact aliquot parts, when per- 
haps it does not. | 

The ideas, therefore, of gold and filver, of money, 
of coin, of bullion, and of price, are all different; they 
are commonly confounded, both in ſpeaking and in 
writing; from this ariſes the firſt cauſe of perplexity, 

ada, The ſecond is owing to the common method The «vie 
of eſtimating the value, and the proportions between nd and 
gold and filver, com and bullion ; money and merchan- — 
de. The terms uſually employed to expreſs ſuch of ſpeech. 
combinations are, riſing and finking, or the like: peo- 
ple employ theſe terms without previouſly agreeing 
upon the thing which they are to conſider as fixed. The 
value of one of the precious metals is conſtantly re- 
lative to that of the other; and yet, without attend- 
ing to this, we ſometimes conſider the gold, and 
ſometimes the ſilver, as the common meaſure; and 
while one is talking of gold as a common meaſure, the 

perſon he talks to is conſidering it perhaps as the 

10 thing meaſured. This inaccuracy, in ſuppoſing ſome- 

times the one as fixed, and ſometimes the other, in- 
le volves us in great obſcurities; eſpecially when we ſpeak 
upon ſuch matters with thoſe who have not diſtinct 
combinations of ideas: and if three or four people 
are engaged in a converſation upon money, every 
one the ſame term in a different acceptarion, 
the uſion which it cauſes is inextricable. 
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In like manner, when we ſpeak of coin and bul- 
lion, that of the two ought to be conſidered as fixed 
with changes its proportion of value the leaſt with re- 
ſpect to all commodities. 7 0 ee 
be, Were prices attached to grains of ſilver and gold, 
denomina. bullion ought in that caſe to be conſidered as fixed; 
tions of but as they are more attached to the denominations of 
yes the coin, coin ought to be conſidered as fixed. 
8 In the next place, in ſpeaking of coin and commo- 
l dities, we ſay, for example, that the impoſition of 
dae ie coinage makes the prices of commodities fink. We 
expreſſion do not, in this caſe, ſpeak correctly; becauſe if any 
— thing ought to be conſidered as fixed, it is the rela- 
tte price of tive proportion of value between the different ſorts of 
can ndl, commodities. In this caſe, therefore, I think it would 
be more proper to ay, that coinage raiſes the value 
of coin, than that it ſinks the value of commodities. 
How toa- To prevent the ambiguity of ſuch expreſſions from 
ambiguities Occaſioning confuſion, and not to depart too far from 
in ſpeech. common language, I have frequently ſpoken of com- 
| modities as riſing and linking in their values with reſpect 
to coin; but I have at the ſame time obſerved the influ- 
enge which that riſing and ſinking has upon the riſing 
and ſinking of the pound ſterling realized in it. 
Ro I have not, however, concluded with equal certain- 


wen dees ty that the riſing and ſinking in the value of bullion, 


folved by with reſpeft to coin, ought to imply any change upon 


ais theory. 


the value of the money- unit; becauſe I have not 
been able to determine whether prices ought to be 
conſidered as moſt attached to the denominations of 
the coin, or to the grains of the metals: except in- 
deed in one caſe, to wit, when the quantity of the 
metals comes to be augmented or diminiſhed in the 
coin. In that caſe, I have not helitated to deſide 
that, ſooner or later, the influence of trade muſt ope- 
rate a riſe or a fall in the current value of the ſpecie, 
which will be marked by an apparent riſe or fall in 
the price of all commodities. | | 
in ipeaking, 311, Our comparing the value of ſilver ſometimes 
Adiaguih with the pure metal, ſometimes with that compound- 
between ed with alloy, involves us frequently in a language 


pute met 


lad that Which is hardly to be underſtood. Says 
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Says one, a pound of filyer, troy, is worth 67 ſhil- w „ 
lings. He means a pound of fine filver. We in Eng- altoy. 
land, ſays another, coin our pound troy of filver into 
62 ſhillings. He means the pound of ſtandard filver, 
which contains 18 penny weights of copper. Says a 
third, our pound of filver, which we coin into 62 
ſhillings, is not worth 5) s. 6d. He underſtands the 
ſhillings of fine ſilver of the ſame weight with thoſe of 
ſtandard ſilver. Another affirms, that an ounce of 
ſtandard filver, which, at the mint, and in the coin, 
is worth no more than 5s. 2 d. is worth in the mar- 
ket 55. 6d. He means, that one muſt pay at that 
rate for ſilver bullion, when they purchaſe it with 
over-rated gold. At laſt comes Mr. Cantillon, who, 
as a proof of the decline of the Engliſh commerce, af- 
firms to us, in his Analyſis of trade, p. 133: that 
both filver and gold bullion are dearer in the London 
market than in the coin: at the ſame time, he might 
have diſcovered the cauſe of it, from the lightneſs of 
the gold and filver currency at the time he wrote ; 
ſince the phznomenon could proceed from nothing 
elſe : the new guineas muſt then have been ſent 
abroad, Says a Frenchman, one of our crowns of 
3 livres, which paſſes for 60 ſols, is intrinſically worth 
no more than 56 4 ſols. He means, that the fine ſilver 
it contains is worth no more than 56 x ſols, according 
to the mint price of the fine metals. i | 
4to, Another cauſe of perplexity in the money- Ofthe abuſe 
jargon, is the prodigious abuſe of the terms which jm 7 
expreſs the denominations of the coin, or the nume- denomina-- 
rary unit. | a 
French hiſtorians write familiarly of ſums of mo- 
ney in livres and crowns, through all the ſtages of 
the monarchy. Engliſh writers (for the moſt part) 
do the ſame, in ſpeaking of pounds ſterling. No- 
thing however is more different than the ideas ex- 
preſſed by the ſame term. . 
Were any perſon, talking of lengths and diſtances, This na- 
to uſe the word foot, ſometimes to ſignify yard, ſomes ee 
times perch, or to uſe the word mile, to ſignify fome- "IN 
times league, ſometimes inch, and - ſometimes fathom 4. 
W 
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ho could comprehend one word of his diſcourſe con- 
cerning the matter? Would we not even laugh at 
ſuch a perſon, for pretending to inform us of any 
ing concerning lengths or diſtances. 
any change be made upon the value of the mo- 
ney- unit of a country, which is called a pound; in 
propriety of language, it can no more be called a 
pound, after the change, than it can be called a 
rhinoceros. 
Further ot- 510. Another reaſon for the obſcurity of money- 
from the Jargon, is the manner in which writers expreſs them- 
abuſe of ſelves, when they ſpeak of variations in the value of 
Ns money. Upon this occaſion, ſays one, the King raiſ- 
ed the money 5 per cent. What does this mean? No 
man living can underſtand the expreſſion: becauſe it 
may ſignify, that he raiſed either the denomination 
of the coin, or the value of the unit. If he raiſed 
the coin, he debaſed the unit : if he ſunk the coin, 
he raiſed the unit. A crownof 6 livres is a coin; a 
livre is the unit. If it is ſaid, the ſi livre piece is raiſ- 
ed; that is as much as to ſay, it is made to be more 
than ſix units; conſequently, as the ſilver in the 
piece does not change its weight, it follows, that the 
unit, or money of accompt, is diminiſhed. On the 
other hand, if it is laid that the livre is raiſed, it im- 
plies that the crown, which contains 6 livres, is made 
to contain leſs than 6 units; therefore, the value of 
the unit 1s raiſed ; that is, it is made to contain more 
ſilver than before. | | 
"> ONE Writers, therefore, to be diſtin, ought never to 
—_— mention theſe matters, without removing the ambi- 
" guity, in favour of readers of all denominations. As 
r example ; the King raiſed his coin, and debaſed 
his money of accompt. For this reaſon the French 
expreſſion is good, and eaſily underſtood ; augmenter 
la valeur numeraire des eſpeces, is liable to no obſcu- 


rity. 

| "There are alſo two terms uſed by the French writ- 

ers, which appear ſynonimous, and yet are directl 

oppolite ; AFFOIBLILLEMENT, et DIMINUTION 

la monyoie. Such terms are perplexing, and . 
| either 


FTT u u ⸗ ͤ ÜÄm ͤ RTr &# St ww = ww a3H 


either to be evoided, or conſtantly explained. "The 
firſt ſignifies the coining the ſpecie of the fame deno- 
mination lighter in the metals than before: the laſt 
ſignifies the lowering the denominations of the coin 
already made. The firſt therefore diminiſhes, the 
2 increaſes the value of the unit, winch is the 

VIE. 117 | 

Quesr. II. What is the difference between the ef- gen 2d 
fects produced by raiſing the value of the coin by the = is he 
impoſition of coinage, and raiſing the denomination between 
of-it ? This queſtion is propoſed as a further means . 
of rendering the money-jargon intelligible. coin, ß 

Axsw. The impoſition of coinage, when it gives — | 
an advanced value to coin above the metals it con- riſirg the 
tains, is very different from that advanced value n fk. 
which the chin appears to receive when the Sovereign 
arbitrarily raiſes the denomination of it, or as the 
French call it, when he augments its numerary value. 

When the impoſition of coinage gives an advanced Anſwer. 
value to the coin above the bullion it contains, that c 5% © 
value becomes real, and extends itſelf to foreign na- fed fo- 
tions ; that is to ſay, the coin, ſo augmented as a dens; the 
manufacture, muſt be bought with more foreign coin ber does 
than formerly. But when the denomination, or nu- . 
merary value, is augmented, the ſame piece (though 
augmented in denomination) is bought by ſtrangers 
with the ſame quantity of their coin as before. An 
example will make this plain. | 

Let us ſuppoſe the coin in France, in war time, re- Proved by 
duced to the value of bullion, and that the value of a * le. 
crown of three livres, by the courſe of exchange, 
ſhould be then worth 294 pence heavy ſilver ſterling 
money; if the balance of the French trade ſhould be- 
come favourable in general, and that coin ſhould be- 
come $ per cent. dearer than bullion in the Paris 
market, then the price of the crown of three livres 
will riſe $ per cent. upon the London exchange above 
29+ pence heavy ſilver ſterling money, although there 
be refpectively no balance to be paid in bullion either 
by England or France. But let the King of France 
ordain, that the crown of three livres ſhall be raiſed in 

its 


« 


Ax INQUIRY ix ro TH PRINCIPLES Bock III. 
its denomination to ſix livres, and let the coin at that 
time be ſuppoſed to be at par with bullion in the Pa- 
ris market, the crown of three livres will then be 
paid as formerly with 29 4 pence. That is to ſay, 
the augmentation of the denomination will have no 
effect upon the value of the. coin in other countries; 
whereas the augmentation affected by the operations 
of trade, in conſequence of the impoſition of coinage, 
is a real augmentation, ſince it extends to foreign 
| nations. Jo 
How the ar- Now it is certain and evident, that the augmenta- 
dicrary me- tion of the numerary value has the undoubted effect 
ing the de- Of ſinking the value of the numerary unit realized in 
nomunn® the coin, and that upon ſuch occaſions we ought ta 
ſects price ſay, that the King has diminiſhed the value of the 
at home. ljyre, and not that he has raiſed the value of the coin. 

But the abuſe of language has made people conſider 

the livre as the thing fixed, and therefore the coin is 
conſidered as the thing which riſes and finks. The 

conſequence of this is, to introduce another | abuſe of 
language. People ſay, that the prices of commodi- 
ties riſe : I aſk, With reſpect to what? Not with re- 
ſpe& to the prices of coin, but with reſpect to the 
denominations they carry: that is to ſay, with. re- 
ſpect to livres; although the livre be conſidered as the 
thing fixed. There is, however, a reaſon why peo- 
ple expreſs themſelves in this improper manner, 
' which proceeds from the perplexity and confuſion of 
their ideas concerning money. 

When the King of France arbitrarily changes: the 
numerary value of his coin, commodities are found, 
by univerſal experience, to ſtick ſo cloſely to the de- 
nominations of 1t, that people are apt to think that it 
is the King's will and pleaſure, and not the metal of 
which the coin is made, which gives it a value, But 
commodities depart from theſe denominations by de- 
grees, and fix themſelves a-new at a determinate va- 
lue of the fine metals, proportioned to what they bear 
in foreign nations. This is brought about by the ope- 
rations of commerce; and conſequently, the riſe of 
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prices nottaking place till ſome time after the nume- 


rary value of the coin has been augmented, people 
accuſtom themſelves to ſay, that the augmenting the 


denomination of the coin raiſes the prices, and that 
diminiſhing the denomination ſinks them. But did all 
prices ſtrictiy adhere to the grains of bullion contain- 
ed in the coin, and not to the denominations of the 


numerary value, then language would change, _ | 


no body would ſpeak. about the riſing and fink 
prices, but of the riing and inking of tives, bla 
and deniers, | 

I hope, from what has wake ſaid, that the aiffe⸗ 
rence between raiſing the value of the coin by impoſ- 
ing coinage, and the raiſing the nominal value of it 
by augmenting the denomination or numerary value 


of it, is pet fectly underſtood. The firſt raiſes the 


value of the numerary unit, by giving a real additio- 

nal value to the coin as a manufacture: the laſt raiſes, 

for a While, the value of the numerary unit; only 

becaule tne price of commodities, being attached to 

the denominations of money of accompt, ſtick to 

them, until the operations o trade reduce them ng 

their true principle. 

Whenever, therefore, the terms rifng and 

are applied to value, the thing which is ſaid to 2 
is ſuppoſed to be the moveable ; and the thing it is 


compared with, or with reſpect to which it is ſaid to 


riſe or ſink, is ſuppoſed to be the term fixed. Every 


one, therefore, who reads books upon this ſubject, 


ought, upon all occaſions where there is mention 
made of riſing and ſinking of the price of the gold, 
ſilver, bullion, coin, exchange, or commodities, con- 


ſtantly to caſt his eye upon the thing which is ſup- 
poſed to be fixed, and retaining that in his mind, be 


will preſerve his ideas diſtinct. 


269 


Quxs v. III. Let us ſuppoſe that the den of Queſt. x. 


How will 


coinage, when properly laid on, will not raiſe there! impok- 
value of the pound ſterling ; and conſequently that-it#ion of coin- 


will not affect the domeſtic intereſts of Great Britain: 


e affect 
tne creditors. , 


it may be aſked, What influence that en mer wille Great 
| have ritain ? 
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 _ Answ. The Reign creditors of the nation will 
thereby be-gainers, provided their intereſt continues 


they will not in a determinate number of grains of the fine 
weight of metals, as was propoſed to be done in the fourteenth 
metal, they chapter of the firſt part. The reaſon is plain: upon 


all occaſions, when coin carries an advanced price 
_ above bullion, thoſe who have funds in England will 
= upon exchange. This gain will nowiſe, I think, 
at the experice. of the nation, but at the expence 
of thoſe foreigners who have occaſion for paper 
draughts upon London. | | 
un name., A Creditor of „ (in Holland I ſhall ſuppoſe) 
draws for a thouſand pounds ſterling, (the intereſt of 
his Engliſt funds) a Dutchman who'owes a'thouſand 
pounds ſterling in London, buys his bill; muſt he 
not pay the creditor of England, not only the intrin- 
ſic value of the bullion contained in the thouſand 
pounds ſterling, but alſo the difference between the 
thouſand pounds ſterling in coin, and the bullion- it 
contains, according to the price of it in the London 
market ? This difference then, received by the pro- 
prietor of the Engliſh funds, is clear gain to him, 
and is no lots to the nation; it is a loſs to the Dutch 
man. 

Further, every Dutchman who pays his debts to 
people reſiding in England, muſt ſuffer the ſame loſs, 
that is, he muſt pay the coinage,- which at preſent the 
ſtate mak es him a pteſent ol. . 

From tts I think it is plain, that while the balance 
of trade is favourable to England; or at par, all re- 
mittanoes made by foreigners, to pay their Engliſh 
debts, muſt pay the coinage. : 

The operation of this principle has not a little con- 
tributed to facilitate the eftabliſhment of the. French 
credit. | | 
Hombein- When France borrows, eſpecially: in war time, fb- 
coinage'ad- reigners can remit to Paris the money they lend near- 

ly at par with bullion. Then they pay little or no 
coinage ; 
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coinage ; and when peace is reſtored, the, coin. riſing t Be 
in its value, they gain annually ſeveral per cent. upon France, 
their draughts for their intereſt, to wit, al} the ad- 
vanced value of the coin, at no loſs. to France. 
Qs r. IV. Is the preſerving the pound ſterling at Welt. 
the mean value of a determinate weight of fine am: 
and fine ſilver, a ſure method of realizing the unit propoſed: 


of money of accompt, ſo as to preſerve it at all —— 
times invariable? — 


Ax s w. I apprehend it is not; although it ſeems jig invari- 
to be the beſt that can be deviſed, upon ſuppoſition %, 1 
that the metals are to be made uſe of, as the moſt bur ſeems to 
proper ſubſtance for realizing the ſcale. N % 

I have: ſaid, in the beginning of this book, that material 
the: uſe of the ſcale was: to meaſure the relative value 
of things alienable. Now the metals themſelves being 
of the number of things alienable, and their propor- 
tion of value being nowiſe determined, but liable to 
augmentations and diminutions, as well as that of 
grain or any other commodity, no ſcale which is 
attached to them can meaſure any thing but their 
weight and fineneſs, and conſequently can be no 
permanent meaſure for any thing elſe; | | 

Did the value of commodities riſe and fall with A fcale of 
reſpect to grains of the fine metals, in the ſame pro- fie al 
portion that they riſe and fall with regard to, one al can ge. 
another, the ſcale would be exact; but if the grains , berate 
of metal can acquire an inerement, and a diminu- the mona) 
tion of the value, from circumſtances entirely pecu- in jt: value. 
liar to themſelves, ſuch circumſtances. muſt render 
the ſcale: they compoſe inaccurate in proportion. 

Now we have ſeen how the impoſition. of coinage . From the 
enhance the value of coin. The rifing and ſinking ring of is. 
of the: intereſt of money has the ſame effect. The. From the 


competition to acquire them is greater; * | 
8 * 


| 
| 


is greater than when they are purely conſidered as 
money of accompt. | 
The onl That ſcale, therefore is the only juſt one, which 
meaſuring the value of the metals, like that of every 
that which thing elſe, renders every individual of a ſtate equally 
can mee, rich, who is proprietor of the ſame number of de- 
like every nominations of ſpecie; whether his wealth be in gold, 
on co- ſilver, or any other property or commodity. | 
Explanation Now I agree that, at any given time, this is the 
et PP caſe when the ſcale is properly attached to the me- 
7 tals; but it is not permanently ſo. A determinate 
property in land bears ſometimes a greater, ſometimes 
a leſs proportion to a determinate property in money. 
When the ſcale is attached to the metals, he who is 
proprietor, for inſtance, of a thouſand denominations 
in coin, becomes richer or poorer, according to the 
fluctuation of the value of that commodity, the me- 
tals. Whereas when the ſcale is not attached to any 
| ſpecies of commodity, nothing can change his pro- 
;q portion of wealth, except the augmentation or di- 
4 minution of the value of the whole ſtate. This idea 
is not ſo diſtinct as I could wiſh : let me illuſtrate 

tit by an example. AERO * . 
by an ex- = Suppoſe then three partners (A), (B), (C). They 
r form a common ſtock by equal ſhares ; (A) contri- 
butes a thouſand pounds ſterling in current ſpecie, 
(B) the ſame value in corn, (O) a like value in broad 
cloth. Let me ſuppoſe the meaſures of theſe com- 
modities to be expreſſed by their proper denomina- 
tions; the metals by grains, the corn by buſhels, the 
broad cloth by yards. I ſuppoſe that at the end of 
the year 20 per cent. 1s gained upon each article of 
ſtock ; that is 20 per cent. increaſe upon the grains of 
metal, 20 per cent. on the buſhels of grain, 20 per 
cent. on the yards of broad cloth. This ſuppoſition 
may be allowed. I aſk, if it would not be a much 
more equal way of dividing this profit, to reduce 
the whole value of the grains, buſhels, and yards to 
the then actual value in pounds ſterling, and ſo to di- 
vide ; than if every man were to take his 20 per cent. 
out 
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ly the value of them with reſpect to all commodities, 
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out of that commodity: he had furniſhed to the co- 150 
partnerſhip ? This method of reducing all to a com- 
mon meaſure, is what I underſtand by an ideal 
ſcale of money of accompt. 8 1 
The bank of Amſterdam pays none in either gold nb ee 
or ſilver coin, or bullion; conſequently it cannot be *pplication | 
ſaid, that the florin banco is attached to the me- of amiter- 
tals, What is it then which determines its value? m. 
I anſwer, That which it can bring; and what it can 
bring when turned into gold or ſilver, ſnews the pro- 
portion of the metals to every other commodity what- 
ſoever at that dime: ſuch and ſuch only is the nature 
of an invariable ſcale. Ae 5 
I confeſs I am not capable of analyzing. all the How the 
complicated operations of trade in ſuch a diſtinct man- de n up 
net as to demonſtrate. how the univerſal circulation of that bank 
value, over the commercial world, ſhould operate e 
this effect; and how the burying, as 1t were, a quantity more fiable. | | 
of gold and ſilyer in a vault, ſhould give a more in- 
variable worth to a florin, whoſe value depends upon 
it, than if the metal itſelf was to circulate in coin. 
Thus far, however, I think I underſtand, that the 
impoſlibility of profiting of the hing value of one of 
the metals (which is buried) ought. to find a compen- 
ſation at all times in avoiding the loſs upon the other, 
which ſinks in its value. | 
Further, the burying the coin both in gold and ſil- 
ver is in a manner forming theſe two metals into one 
maſs; this takes away the variation in the proportion 
of their value, which principally diſturbs the unifor- 
mity of their operation as a ſcale. They cannot 
either be conſidered as commodities, becauſe they 
are taken out of commerce entirely; yet the per- 
manent value of them remains. Upon that the bank 
money is ſecured ; but it is not realized in it, In 
banks which pay in coin the caſe is different; becauſe 
the denominations in their paper are liable to all the 
fluctuations incident to the coin in which they pay. 
The bank money, therefore, of Amſterdam is pure 
money of accompt, and has nothing of merchandize 
in it from the metals in the vaults, The paper of all 
It Vol. II. — en 
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banks which pay, riſes and falls in value, according 
to the currencies in which their notes are acquitted. 

I leave the further delucidation of this myſterious 
affair to people of better capacity, and of more ex- 
tenfive knowledge in thoſe matters than Ican pretend to. 

To conclude, no material money, let it be con- 
trived as it will, is exempted from viciſſitudes in its 
value as a metal. This is proved by the univerſal 
riſings and ſinkings in the price of commodities, in 
conlequence of circumſtances pecuhar to the coin. 
Theſe rifings and ſinkings of prices, I fay, are properly 
riſings and ſinkings of the value of the coin, and that 
again is a lengthening and contracting of the equal 
parts of the ſcale of value which is attached to it. 
Now there is no fuch nog os any viciſſitudes in the 
prices F all commudities with reſpe& to bank money, 

although nothing is more common than fluctuations 
in agio, with reſpect to current money; conſequently, 
bank money has a property and a ſtability in it, which 
no material money is capable of acquiring, and for 
that reaſon it is preferable to it, and is properly con- 

ſidered as the thing fixed. bh” 
Quuor.s. Quesr, V. Will not the impoſition of coinage” in 
— * * prevent, upon many occaſions, the carry ing 
coinage in bullion to be coined at the mint, when it would be 


England fre- n 


quently ſtop carried were the coinage free ? | 
the mint? ANS Www. Without all doubt. When coftvage is 
cent; free, every man who imports bullion runs with it to 
when the the mint; there it is proved, cut, and ſtamped to 
balance ® his hand, and at no coſt. Now to what purpoſe all 
favourable, this expence; why carry bullion to be coined, while 
the balance of trade is againſt a nation, ſince ſuch 
bullion . muſt be re-exported, together with à part 
of the national ſtock of the metals? Beſides, the 
coining of it gratis, adds not the ſmalleſt value to the 
metals conſidered as a manufacture; conſequently, 
upon the exportation, the whole price of coinage is 
entirely loſt, and the national ſtock of coin is not 
thereby augmented ; nor would it be augmented 
while trade is unfavourable, were five hundred mints 
kept conſtantly at work. | my * 
The 


. 
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ng. The impoſition of coinage, therefore, has theſe uf ins 
a good effects. Firſt, it prevents bullion from being tg © Bag - 


: . , In land which 
coined, except when ſuch coined bullion can remain pu en 


in the country and augment the national ſtock of coin. enjoys. 
Secondly, as has been ſaid, it gives an additional 
value to the coin, even in foreign countries, and 
thereby prevents it from being melted down abroad, 

in order to be re-coined in other mints, and thus 
augment the ſtock of coin in rival nations. 

I believe no body ever imports louis d'ors to be 
coined in the Engliſh mint (notwithſtanding of the 
benefit there 1s in importing gold into England from 
France, where the proportion of the metals is lower) 
yet nothing is more common than to carry guineas 
to every foreign mint, at the bare price bullion. 
This is the reaſon why ſo little Engliſh coin, and fo 
much French coin is found in circulation, in coun- 
tries foreign to both theſe nations. 

Louis d'ors, in conſequence of the high impoſition The coin of 


France paſ- 


of coinage in the French mint, paſs current, almoſt fe in other 
every where, for more than their intrinſic value, even on. 
when compared with the coin of the 
where they 


1 m returns 
Jing authority; and when that authority r tes their France un- 
1 be currency, according to their intrinſic value, ſuch re- ee. 
gulation has the fame effect as forbidding them al- 
> is together; becauſe the moment a money-jobber lays 
it to his hand upon them at the ſtatute value, he circu- 
1 to lates them no more; but ſends them either back to 
e all France, or to ſome country where they paſs, by a 
while conventional value, above their intrinſie worth. Thus 
ſuch louis d'ors, as well as all French coin, are effectually 
part prevented from being melted down, and ſo foon as 
the the balance of the French trade becomes favourable, 
o the they return home. * & | | 
-ntly, Quss r. VI. Is not this return of louis d'ors a rer. . 
ge is France, upon the balance of their trade becoming turn « loft 
not favourable, a loſs to France; fince, in that caſe, the io France! 
>nted balance of their trade is paid with a leſs weight of 
_ bullion than it would be paid with, were their coin 


worth no more than bullion ; and ſecondly, becauſe 
| | T 2 when 


g above its 
nation value as a 


circulate without the ſanction of public weleb ad 
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| when the coin is exported to pay the balance, it is 
exported upon the footing of bullion, and when it 
returns it is paid back at an advanced price? 
Intricacy of The difficulty of reſolving this queſtion proceeds 
n+ que” from the complication of circumſtances in which it 
is involved; and the intention of propoſing it, is to 
ſhew how neceflary it is, in practice, to combine 
every circumſtance in political problems. 
— | thall therefore obſerve, that ſince, at all times 
tits almoſt, French coin paſſes (out of France) for more 
than its intrinſic value, it is not well poflible to 
ſuppoſe that, even during a wrong balance of the 
French trade, their coin can ever fall ſo low as the 
price of bullion ; conſequently the French by export- 
ing their coin, upon ſuch occaſions, above the value 
of bullion, that nation is a gainer of all the difference. 
This operates a compenſation of the loſs (if any they 
ſuſtain) upon the-return of their coin. In the ſecond 
place, when the balance becomes favourable for 
France, and when there 1s found a profit in ſending 
back the French coin, the demand that is made for 
it, by thoſe who want to pick it up in foreign coun- 
tries, raiſes the value of it there in circulation; this 
ain favours the trade of France, and makes the 
difference of paying what one owes to France in bul- 
lion at the market price, or in louis d'ors at the ad- 
vanced value, very inconſiderable; which conſe- 
quently prevents merchants from finding any great 
advantage in ſending back large quantities of it. 
Beſides, when the coin returns, although it has an 
advanced value, it has no advanced denomination. 
It was exported according to its numerary value, and 
it returys upon the ſame footing. Further, when 
the coin returns as the price of French merchandize, 
for the ſame value it bears in the country, I cannot 
diſcover a principle which can make this appear to 


be a loſs to France. The loſs therefore muſt be upon 
the exportation of the coin, not upon the return of it. 


But we have (aid that if it be exported at a higher 
value than that of the bullion it contains, this muſt 
imply a profit to France, Conſequently, the re- 


mainder 
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mainder of loſs upon exportation muſt be apparent, 
not real: It is a lols to Frenchmen, who, in export- 
ing the coin below the full value of it (coinage-in- 
cluded) loſe a part of what they had paid the King 
for the coinage ; that is toTay, they loſe it ſo far as 
they do not draw it back in full from the foreigners to 
whom they owe; but it is no loſs to France: on the 
contrary, it is a gain, as far as any part of the coin- 
age is drawn back; and this is the caſe as oft as the 
coin is exported above the price of bullioun. 
Or in another view, This going out and returning 
of the French coin, may be conſidered as a loſs to 
France in this reſpect, that when the balance of her 
trade is againſt her, when her coin loſes of its ad- 
vanced value in payments made to ſtrangers for the 
price of foreign commodities, thoſe who conſume 


ſuch commodities in France, muſt conſume them at 


an advanced price to themſelves, but at no additional 
profit to foreign ſuppliers ; becauſe as to theſe laſt, 
the French coin, with which we. ſuppoſe the commo- 


dities to be paid, having loſt of its value every where, 
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It is no loſs 
to France. 


Another 
view of this 
queſtion. 


cannot then purchaſe ſo much as at another time, 


and conſequently is not worth ſo much to the foreign 
ſupplier who receives it. For the better underſtard- 
ing of what has been here faid, attention is to be 
had to the difference there is between a national loſs, 
and the loſs ſuſtained by the individuals in a nation 
The balance of trade is the national profit, or the 
national loſs ; but the gains or loſſes of individuals, 
may be compatible with either a, right or a w 
balance of the trade of the nation to which they be. 
long. This will be fully explained when we come 
to treat of exchange, at 
In this reſpect, therefore, Franee may be ſuppoſed 
to loſe upon exporting her coin, to wit, ſo far as ſhe 
conſumes foreign commodities at an advanced value ; 
but then I ſay, that in this caſe France loſes, the 


whole price of the commodities, not the advanced 


price only; becauſe ſhe loſes the balance of her trade, 


Abſtracted from that, I ſay ſhe loſes nothing. Who 
loſes then the advanced price? I anſwer, the con- 


T 3 ſumer 


*J 
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ſumer of the commodity loſes it, and I & hoe no 
body gains it. This is what, in the eighth chapter of 
the ſecond book, was called poſitive loſs, and it is 
owing'to the annihilation of a part of the advanced 
value of the coin, which the operations of commerce 
have effectuated. | 
I theſe reſpects only can France be conſidered as 
a loſer upon exporting her coin; but in having it re- 
turned upon her, when at an advanced price above 
bullion, the lofs is nothing; becauſe the advanced 
price then is a real value added to the coin, and 
there is no manner of difference as to France, to re- 
ceive, for the balance of her trade, an hundred 
pounds weight of her own louis d'ors, or an hundred 
and eight pounds of ſtandard gold bullion, at fuch 
times as bullion is commonly carried to the mint; 
becauſe the one and the other weight of coin and bul- 
hon will anſwer the fame occaſions both in the Paris 
market, and in moſt trading towns in Europe. | 

From theſe principles we may gather how effectu- 
ally the impoſition of coinage muſt prevent the melt- 
ing down of the coin, providing a ſufficient attention 
is had to preſerve the denominations of the coin in 
both ſpecies at the exact proportion of the market 
price of the metals. ty 

QuesrT. VII. The two metals being only valued 
e one another, if the Engliſh, by valuing the gold 
the Ecgli higher than the French do, occaſion the exportation 
Giver, Why Of their filver, why ſhould not the French, by valuing 
ſhould not their ſilver higher than the Engliſh do, occafion there- 
over-rating by the exportation of their gold? And if the Engliſh, 
fiver, loie by over-rating their gold, prevent the carryin five: 
ir gold: . , A 

to be coined at their mint, why ſhould not the French 
by over-rating their filver prevent the carrying gold 

Aue, ne. to be coined in their mint? 
— 4 the ANs w. The Englifh over-rate their gold not only 
Engliſh rate yyjth reſpect to other nations, but with reſpect to the 


thei Id d og d 
above the Value of it in their own market; whereas the French 
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Qvesr. 7. 


, yalue of it preſerve, in their gold and ſilver coins, nearly the 


in their ozun 


merket, the proportion between the metals as they are ſold in their 
French do own market. | | | 


not ſo with 
their ſilver. In 
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In France, no body can profit by melting down ei- 
ther of the ſpecies, in order to {ell it, with advantage, 
as bullion, but in England, by melting the heav 
ſilver coin, one may fell it in London for raore gol 
than the ſame coin_notmelted can purchaſe... _. 

But here it is objected, that although the propor- 
tion between gold and filver, in the Engliſh coin, 
were ſet upon a par with that of the metals in the 
London market, ſtill one ſpecies may be exported 
with profit, providing the proportion be different in 
other nations. | | 

There is little force in this objection, and were 
there any, it would be an additional argument for the 
impoſition of coinage ; becauſe by this the exportation 
of either of the ſpecies, for the ſake of any ſmall dif- 
ference which may ſometimes be found between the 
proportion, of the metals in the different markets of 
Europe, would be prevented. This circumſtance 
however requires a more particular examination. 

It is a principle in commerce, that the demand for 
any commodity raiſes the value of it; and every na- 
tion knows how to profit of a demand for what they have. 

Whenever, therefore, one of the metals bears an How the 
under value in one nation, below what it bears in he nne. 
another, that under value makes. that ſpecies more talk is keps 
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demanded by ſtrangers, and it conſequently riſes in fee tie: 
its value, even at home. Eurogens | 
markets, _ 


By this principle the proportion between the me- pats 
tals in European markets is kept nearly the ſame, when be 


m 
and the ſmall difference which is found does not D 


much proceed from the demand of foreign trade, as pony: 


from the taſte of the inhabitants, The foreign de- ne 
mand tends to ſet the proportion even in all markets, even again. 


and the internal demand for one metal preferably to 
another, is what makes it var. aer, 
The carrying the metals backwards and forwards 
is attended with riſque and expence ; there is not, 
therefore, ſo much danger of a nation's being ſtrip- 
ped of one of its ſpecies of current coin by ſuch a trade, 
as there is when the proportion of the market price 
of the metals is different, at home, from that ob- 
| T4 ſerved 
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ſerved in the coin; becauſe in the laſt caſe, every one 
may profit of the diſproportion, at the trifling expence 
of melting down the riſing ſpecies. | 
Coin o'gold From this we may conclude, that nations ought to 
ſhould be regulate the proportion of the metals in their com, 
proportion according to the market price of them at home, 
rate of the Without regard to what it is found to be in other na- 
bm tions; becauſe they may be aſſured, that the moment 
any difference in the market price ſhall begin to be 
profited of, that very demand will alter the. propor- 
tion, and raiſe the market price of the metal ſought 
for by foreigners. While the coin, therefore, is kept 
at the proportion of the market at home, and while 
the denominations of both ſpecies are made to keep 
pace with it, it will be utterly impoſſible for any na- 
| tion to hurt another by any ſuch traffic in the metals, 
and nations We may further conclude, that it is to no purpoſe 
that propor- for nations to agree by treaty upon a certain propor- 
tion by dan tion between ſilver and gold in their coins: it is the 
among ſeveral market prices every where which alone can 
themſelves. regulate that proportion, and the only method to keep 
matters even between them, is to make the denomi- 
nations in both ſpecies keep an equal pace with the 
price of the metals in their own market. | 
Why is te Here it is further objected, that were theſe princi- 
lde me. ples juſt, there would not be found ſo great a diſpro- 


tals fo dif- portion as there actually is, between the value of 


r gold and ſilver in Europe, and in the empire of China. 
a=? To this I anſwer, that the principles are juſt, and 


that this difference proceeds from incidental circum- 

ſtances which I ſhall now point out. t 

Anſwer to Firſt then, the European trade hardly penetrates 
ou into that vaſt empire. 2. The lowneſs of the propor- 
tion between gold and ſilver is maintained by the high 
internal demand for ſilver in China. 3. The India 
trade being every where in the hands of companies, 
there is not ſo great a competition between the ſellers 
of ſilver, in the Chineſe market, as if that trade were 
open to every private adventurer ; conſequently the 
price of it is not ſo liable to be diminiſhed. ' And laſt 
of all, the expence of carrying filver thither, my the 

| | ong 
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of — out of che intereſt, would put a ſtop to the 
were the proportion between the metals to riſe 
in China, This prevents competition ſtill more be- 
tween the different European companies, and conſe- 
quently prevents the riſing. of the proportion. 
I need not obſerve, 1 ſuppoſe, that the term rj/ing 
of the proportion, denotes the riſing of the price of ſil- 


ver; as when being at that of 1 to 10, it comes, for 
example, to that of x to 11. Tis term has been al- 


ready explained, 
'QuesrT, VIII. Is it the en of Princes to debaſe 2 
the ſtandard of their coin ? OY r 


Axs w. This queſtion has been already touched P:in<es 5 | 
upon in the twelfth chapter of the firſt part. Perhaps nanderd 
ſome further obſervations upon it may not be found ti can? 
ſuperfluous. | 
In order to ſet it in a fair light, I ſhall begin by we 
reducing it to its ruling de 8 

The queſtion turning entire! y upon the intereft of 
Princes, I ſhall take no notice of the iniquity of ſuch 
a meaſure with reſpect to their ſubjects; but ſhall con- 
fine it purely to the intereft they may have in exerciſing | 
this branch of prerogative. 

I anſwer then, as I have hinted hav that it is Auw. [tis 


their imme- 


their intereſt to debaſe the ſtandard of their coin when diate ine- 
they are in the ſituation of debtors; and it is their in- hal en 
tereſt to raiſe theſtandard when they are in the ſituation 22 
of creditors. - 
Debaſing the ſtandard I have explained to be the when cre- 
diminution of the intrinſic value of the unit below — 
what it was before, either by raiſing the denomina- ju. 
tion, augmenting the alloy, or diminiſhing the weight 
of the coin. 
Now ſince Plince pay their ſervants by denomina- 
tions, that is, by money of accompr, the more they 
augment the denomination of the coin they poſſeſs, 
the more they gain upon what they have at the time. 
But they loſe proportionally upon their revenue ever 
after ; becauſe the rents and duties levied on their 
ſubjects being alſo paid by DIPS e the Prince 


loſes 
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loſes every year on his income what he bad | gained 
upon one operation. 
From this we may draw a principle, that Kings 
who have begun to debale the ſtandard, ought to go 
regularly on every year, as long as they find them- 
ſelves in the ſtate of debtors; and when, they come 
to alter their ſituation, and become of the claſs af 
creditors, it is then their intereſt to raiſe the ſtandard. 
This muſt be a little further explained. 

Who «re It has been abundantly proved, that increaſing che 

who credi- denomination, or debaſing the ſtandard, muſt con- 

tors, and ſtantly be advantageous to the whole claſs of deb- 


how Princes 


. who incline tors conſequently; Princes, who are, upon, certain 


cen, Occaſions obliged to lay out more than they receive, 
avoid-rob- may then be conſidered as being of that Who- 
bing them- ever receives from another what the other is obliged 
fame time, to pay him, may be conſidered as a creditor ; who- 
ever gives to another what the other is intitled to de- 

mand of him, may be conſidered as a debtor. Thoſe, 
therefore, who both pay and receive, are, upon the 

whole, either debtor or creditor, according to the 

{ide which preponderates, He who is obliged annu- 

ally to pay more than he annually receives, muſt be 
obliged either to run Ip debt, to borrow, or to take 

from a fund already formed (a treaſure), The max- 

im therefore is, firſt to fill the exchequer with the an- 

nual income; then to debaſe the ſtandard ; and laſt of 

all to pay. The debts paid, and the current expence 
brought within the income; then is the time to raiſe 

the ſtandard. This operation is like that of the ram; 

he runs back in order to advance again with more force, 

Example of! The great maſter of government and political oeco- 
whois now nomy well underſtands this doctrine. He is now 
dh ce ſpending his treaſure, not his income. He is then in the 
againft his ſtate of the debtors, and accordingly is regularly every 
bol hic ub. Vear debaſing the ſtandard of the S——n coin. This 
jets. debaſement, I ſuppoſe, regularly takes place after 
the contributions for the year are paid. So ſoon as 
the war 1s over, and that this oeconomical Prince 
ſhall return to the ſtate of creditor, he will, * 
re- 


ſuppreſs the currency of all this bad money, 
ſtore 
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| ſtore the ſtandard. That is to ſay, he has during the 


war been ruining all the claſs of creditors in perma- 
nent contracts (the 8 — n nobility) and when the 
peace is re-eſtabliſhed their own Prince may indem- 
nify them, if he pleaſes, by reftoring the former va- 
lue of the unit. All ſudden revolutions are hurtful; 
but neceſſity has no law.“ 


This, in a few words, is, I think, the anſwer to 


the queſtion propoſed. Princes have for ſeveral cen- 
turies, in almoſt every nation in Europe, been gra- 
dually debaſing the Randard of their money- unit; 
and the debts they have contracted during the debaſe- 
ment have conſtantly been an argument againft the 
reſtoring it. But had they firſt regulated all their 
debts upon the footing of the laſt debaſement, ſtipu- 
lating with their creditors that they were to be paid 
upon the footing of the then currency, that is to ſay, 
according to the French ſtile, an cours du jour of t 
ſtipulation , they then might, without any advantage 
to their creditors, and with great profit to themſelves, 
have reſtored the ſtandard, and fo prepared the means 
of executing the fame operation as before, upon a 
new emergency. | | 
Thoſe who have writ againſt this practice of de- 
baſmg the ſtandard, have made uſe of wrong argu- 
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Writers 
— this 
ments to diſſuade Princes from following ſuch a mea- —.— 


Ar- 


ſure. They have firſt repreſented it as hurtful to guments t 
their own intereft. This we have ſeen is not always gude 


Princes 


true. They have alſo endeavoured to prove that it is from it, 


vaſtly prejudicial to commerce. This is the great 
point laboured by Dutor, in his Reflexions Politigues 
fur le Commerce , but to very little purpoſe. All the 
facts and arguments he has produced to prove (by the 
courſe of exchange) that the variations made in France 
in the ſtandard value of their crown of three livres did 
hurt to the trade of that nation, prove nothing at all, 
as it would be eaſy to ſhew, were this a proper place, 
The hurt done to manufacturers is greater; but, in 
a trading nation, thoſe eftabliſhments being under the 


influence and direction of merchants, who are perfeCt- 


* Writ in the year 17to. 


ly 
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ly inſtructed as to every conſequence of ſuch altera- 
tions, the manufacturers, after a very ſhort time, 
raiſe their prices to the full proportion of the increaſe 
in the denomination of the coin. 
The proper The real inconveniencies which proceed from this 
aint iz exerciſe of power, may be reduced to three. | 
e It diſturbs the ideas of a whole nation with 
the ideas of regard to value, and gives an advantage in all bar- 
« people gains, to thoſe of the ſociety, who can calculate, over 
do wales. thoſe who cannot. er 
.d. eber 240, It robs the whole claſs of debtors when the 
claſs of deb- ſtandard is raiſed ; and it robs the whole claſs of 
tors. or *f creditors when it is debaſed. 
3. It ruis 3710, It ruins credit; becauſe no man will borrow - 
credit. or lend, in a country where he cannot be ſure of re- 
ceiving back the value of his loan; or of being in a 
capacity of clearing himſelf by paying back the va- 
lue he had borrowed. | 
This lat This laſt circumſtance has overturned the whole 
circum- , ſcheme in France, Princes would go on debaſing their 
probably put ſtandard as formerly, could they do it and preſerve 
the pradtice, their credit. But who will lend a ſhilling to à Prince 
if he ſuſpects he will pay him back, perhaps, with 
- fixxpence? The Prince abovementioned does not bor- 
row; and as he is the only one in this ſituation, he 
may debaſe his ſtandard : but others cannot venture 
upon ſuch a ſtep. 


N Qursr. IX. What is the beſt form to be given to 


beſt form to COIN ? 


deen to Axs w. The intention of coinage, for circulation, 


Difference being to aſcertain the quantity of the fine metals in 
derween , every piece, and not to repreſent the effigies of the 
coins ſovereign, we ſee a manifeſt difference every where 
between the impreſſions ſtruck upon medals, and 
thoſe of the current coin; in the firſt, the head is 

I raiſed, in the laſt, it is purpoſely made flat. 
Of indent.  Antiently, the impreſſion put upon ſome of the 
imprefion. Engliſh coins was a croſs; which being indented up- 
on the penny, inſtead of being raiſed occaſioned theſe 
pieces frequently to be broken into four parts. This 


is ſaid to have given riſe to the denomination of far- 
| things, 
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things, or fourth parts. The mdenting the. impreſ- 
ſion upon the coin, is no doubt a preſervative againſt _ 
its wearing; but as it is liable to other inconvenien- 


ces, and is fo repugnant to cuſtom, it would be ri- 


diculous, perhaps, to propoſe it. 

I ſhall reduce, therefore, all I have to propoſe as 

a ſupplement to what has been ſaid already on this 
fubj ject, to a very few obſervations. 
Ino, The leſs ſurface any piece has in proportion The leſs the 
to its mals, the leſs it is worn in circulation; and as de, the 
all coin is made cylindrical, that whoſe form ap- the leſs 
proaches neareſt to the cylinder, whoſe height is 
equal to its diameter, muſt have the leaſt. Coin 


therefore ought to be made thick, and for this reaſon 


louis d'ors are of a better form than guineas, and 
guineas of a far better form than ducats. Were it 
eaſy to give the ſurface a ſpheroidal form on both 
ſides, rendering the coin thicker in the middle than 
at the edges, the ſurface would be thereby a- little 
more diminiſhed. 

2do, The great credit of paper in England, is a The advaa- 
vaſt advantage in many reſpects. It renders coin leſs _— 
neceſſary. While . credit ſubſiſts, large payments the greater 
will always be made in paper; and this renders the *%;, _— 
coinage of gold in large and heavy pieces leſs neceſ- ſwall deno- 
ſary. The coin, therefore, in England, ought to be — 
calculated for the eaſy changing of bank notes, not 2 = 
with a view to the making great payments in it. 27 "ihe 
For this purpoſe, two and three pound pieces might; nie 


be full as convenient as ſingle guineas, and half gu- 


 neas might be proſcribed. Small denominations of 


gold coin lead to expence, and tend to raiſe the prices 
of ſuch commodities as people of faſhion pay imme- 
diately out of their own pockets. As for the ſilver, 
the ſame principles are to be obſerved. Crown pieces 
are very convenient in payments, and have a great 
advantage over ſhillings and ſixpences i in point of ſur- 
face. The practice in France of coining the greateſt 
part of their ſilver in ſuch pieces abundantly ſhews 
how few of the leſſer denominations (that is ſhillings, 
&c. ) are neceſſary for carrying on circulation. 

30. The 
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— ge, The copper coin of England is exceedingly 
copper for bulky in order to give it an intrinſic value. This 
ſmall ane. makes many people aſhamed to carry it; conſequent- 
Ns 1 increaſes expence, and raiſes the price of many 
= Nin s for the reaſon already given. | 
What i inconveniency could there poſſibly be in ma- 
| king pence of a mixed metal of a much lower ſtan - 
dard than the other coin. The coin would be leſs 
bulky, and the intrinſic value might be preſerved. 
This is the cuſtom all over Germany. The lower 
denominations of the coin are all of different fine- 
neſs. The ſtandard for what they call the gras; the 
7, the 10, the 17, the 20 creutzer pieces, are all of 
different fineneſs; but ſtill in the ſame ſum, in what- 
ever coin it is paid, according to the laws, there 
ought to be found the ſame quantity of fine ſilver. 
This enables them to coin pieces of very ſmall de- 
nominations which have however the ſame intrinſic 
value with the other denominations of the coin, and 
which are neither of an unwieldy bulk, or of an in- 
convenient ſmallneſs. This is the regulation in Ger- 
many: I do not ſay that the regulation is well ob- 
ſerved. | 
Farthings of copper are good and convenient; a 
few of theſe ought always to be preſerved in favour 
of the lower claſſes of the people, who thereby are 
enabled to keep down the prices of the ſmall neceſ- 
ſaries of life: a matter of the greateſt importance to 
a trading nation. 
Nations ought to copy from one another what is 
and convenient, and ſhould be above the thral- 
dom of little prejudices in favour of eſtabliſhed cuſ- 
toms, which have frequently nothing but cuſtom to 
recommend them. 
Mixed me- to, It muſt be obſerved that upon adopting the 
be baggel German regulation as to pence, fuch com muſt not 
upwitd knee be allowed to be put up in bags of coin delivered 
by weight ; nor made a lega] tender * the value 
of the loweſt filver coin. 
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Of the Regulation obſerved in Frames, with regard 15 


Coin, Bullion, and Plate. 


I: now only remains, that I lay before the reader 
what I have been able to gather, upon good au- 
thority, concerning the regulations in ſome of the 


principal nations of Europe, with regard to their 
mint: and this fo far only as is neceſlary for illuſtra- 


ting our ſubject, and confirming the principles we 
have been laying down. 


The unit of wei p in the French mint, is the'The mare is 
Marc; compoſed ht ounces, every ounce con- e unt of 
taining 576 grains. e marc conſequently containg weight at 


4608 grains of Paris — called poids de marc. the mint 


By this weight the bullion is delivered to, and the of — 
coin is taken from the workmen in the mint, to whom . Ir 


the King gives an allowance of 36 grains upon be 
weight of every marc of coin delivered. This allow- 
ance is called e remede de poids. | 

A marc therefore of French filver coin, is not to 
be reckoned at 4608 grains, but at 4572 grains cflec- 
tive. 


The Titre or title, as the French call it, or the un The ſtan- 


dard of fine« 


dard of their filver coin, is 11 parts fine to x part ae . 12 


alloy. At this rate we ſhall find in this Marc of coin, fe to: 


— of 4572 grains ſtandard ſilver, 4191 grains 
Iver, and 381 grains of alloy. 


But the . have alſo an allowance of 3 grains R 


n the fineneſs, which introduces a new equation. 
The maſs of filver in the French mint (when we 
ſpeak of the fineneſs) is ſuppoſed to be divided into 
12 deniers, and every denier into 24 grains; which, 
in this acceptation, are both denominations of pro- 


portion, not of weight. 


Any maſs of ſilver, therefore, of whatever weight, | 


muſt be fuppoſed to contain 12X24=288 grains of 


proportion; confequently, were the ſtandard exactly 


11 deniers fine, the — would be ** 
thus, 


N 
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thus, 264 grains fine, to 24 alloy; but ſince there is 
an allowance of ; grains of proportion, called le re- 


mede d'alloy, this brings the proportion to be as 261 

is to 27. This is the exact ſtandard of French ſil- 
ver coin, and anſwers to 10 deniers and 21 grains 
fine, which is the term uſed in the mint. 

To find, therefore the number of grains of fine 
ſilver in a marc of the French ſilver coin, we muſt 
ſtate this proportion, 288 : 261 :: 4572: 4143.38. 

Quantity o The marc, therefore, of coined {il ver, after all de- 
fine filver is ductions for alloy, and for remede de poids, contains 
delivered at Of fine ſilver 4143.38 grains poids de marc. 
he mint. - This marc is coined into 8 great crowns and +? , of 
coined, a crown, value in the coin 49 livres, 16 ſols. 

If therefore 4143.38 grains of fine ſilver, be worth 
49 livres 16 ſols, 4608 grains (or a marc of fine ſilver) 
will be worth 55 livres 6 ſols g deniers. 

Miat price But the mint price of fine ſilver is 51 livres 3 ſols 
of a marc of 
fine filver. 3 deniers. 

The difference, therefore, between the mint price 
of fine ſilver, and the price of it in the coin will ſhew 
exactly the expence of — conſequently there 
is withheld for the expence of coinage and duty of 
ſeignorage (all which deductions cap impolitions are 
called le trait des monnoyes) 4 livres 3 ſols 6 deniers 
upon every marc of fine ſilver. To know how much 
this makes per cent. ſtate thus, 

51.162: 55.38: : 100: 108.2. 
The price of So that in France there is 8.2 per cent. deducted 
5 upon the coinage of ſilver, as has been ſaid. Let us 
upon filver. next examine the regulations as to the gold. 
Remedy of The marc, as above, is the unit of weight for the 
= en gold, and contains, as has been ſaid, 4608 grains, of 
which 15 grains are allowed to the workmen for the 
Remede de poide : remains of ſtandard gold 1 in the marc 


| 4593 grains, 
Thefinencs The fineſs is reckoned by carats (not a weight, 


"wp s but a denomination of proportion) for the gold, as 
the denier is for the ſilver. Fine gold | is ſaid to be, 
as in England, of 24 carats. The carat is divided 
into 32 parts, ſo 32X24=768, are the parts ing 

whic 


* 
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- which an given maſs of gold is ſuppoſed to di- ; 
vided, when we ſpeak. of the ſtandard fineneſs, be 

The ſtandard of French gold is the ſame with that The remedy 
of filver, to wit, 2, Or 22 carats fine, Upon this "oy * 
the workmen are allowed 1} parts of a carat, for the | 


. Remede d ally; which reduces the ſtandard to 2132 


carats fine, to 13: carats alloy. This expreſſed ac- 
cording to the diviſion above mentioned, ſtands thus, 
692 parts fine to 76 alloy. 

To find, therefore, the number of grains of fine 
gold in a marc of the coin, we muſt ſtate the —— 


ing analogy. 8 
768: 692 :: 4593: 4138-48. 

The marc of gold coin therefore contains, after all The mare 
deductions, 41 38.48 grains of fine gold. — 

This marc is coined into 30 louis d'ors of 24 livres 
each, value in all 720 livres. 

If therefore 4138.48 gra airs of fine gold be worth 
in the coin 720 livres, the marc of fine gold, or 4608 
grains, will be worth 801 livres 12 ſols. 


But the mint price of fine gold is 740 livres' N 


22 Mo. 


ſols 1 denier, . : ae gokl* 


The difference, therefore, between the mint price 


of fine gold, and the worth of it in the coin, (viz. 61 
livres 3 fols, 2 denters) will ſhew Ny the price 


of coinage. 
If we aſk how much this makes per cent. we may 
ſtate -it thus, | 
740.409 : 801.68 :: 100: 108.2. 
So in France there are 8.2 per cent. deducted for Thepriceof 


coinage of the gold, coinage 8 
By the foregoing calculations it appears, that the per cen. 

King takes above 8 per cent. upon the coinage both Which ao 

of gold and ſilver. — 


For many years paſt there have been no violent 
methods aled to bring bullion to the mint, and yet 
we ſee, by the dates upon the French coin, what oh 
quantities have been ſtruck both of gold and ſilve 
This is a moſt convincing proof, I think, that the 
impoſition of coĩdage when JOEY laid on, is no 
Vor. II | | inter- 
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iotetruption to the mint ; and being a matter of fact 
5 well determined, is a confirmation of tat principle. 
3 4 Let us next examine the proportion between the va- 
portion of lue of the metals, both in the coin and at the mint. 
ewe, For this purpoſe we muſt compare the mint prices 

in dne equation, and the value of the gold and filver 
coin in another, 

How to a. At the mint, à mare of fine filver is paid 31. 162 
livres, and a marc of fine 6040 740.409 ivres; con- 
ſequently 51.162 740 409: 1 £ 14.47. 

5 marc of fine ſilver, in ths 3 is worth 55 38 
livres; a marc of fine gold, in the coin, is worth 


801.68 1 We may therefore ſtare thus, 55.38 : 


24 801.68 :: 1: 1447. 
The propor- The proporijen therefore, both at the mint and 
10 1447. inthe coin is the fame; and is nearly as the French 
writers ſtate it, to wit, as 1 is to 14.5, but more 
exactly as 1 014.47, which is very nearly as 1 to 14.5. 
Gold con- , Prom theſe computations we find the exact quan- 
rainedin « tity of fine gold in a louis d'or, and of fine ſilver i in 
Jouis for, a Great Crown, or piece of 6 livres, 
a crown of In the louis d'or there are 1 37-94 grains fine, and 
6 lives. 154.1 ſtandard gold. 
In the great crown there are 499.22 fine, and'550. 
843 ſtandard filver, 
Proportion „ Further, by the moſt exact calculations I have 
of a French been able to make after comparing the 3 
wo * which French writers give of the 2 
Engliſh troy grain, with the grain of the Paris —_ 
and the accounts which Engliſh writers give of the 
proportion of French grains, with thoſe of the troy 
pound; and after checking theſe accounts with the 
moſt accurate trials, by weighing and taking a mean 
proportion upon all, I find that a French grain poids 
de marc, is to an Engliſh grain troy, as 121.78 is to 
100. See the table. What a ſhame it is, that ſuch 
Proportions can only be gueſſed at by approxima- 
tion, 1n the age in which we live! 
To diſcover, therefore, the number of troy 2 92 
of fine gold in a bug. d'or, ſtate thus, 
. 2137.94: 113.27. N 
Now 


— 
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t Naw a —— 118.651 troy grains of fine Proportion | 
gold, and yet in almoſt every country in Europe, the jouis and 

5 louis d'or, in time of peace, paſſes for as much as be gvines. 
the guinca, when both are of good weight. This is 

8 a matter of fact well known, and is a confirmation 

r of another principle which I have laid down, to wit, 
that the ienpoſition of coinage gives an advanced | 

2 value to a nation's coin, even in foreign countries.” 

5 The finenefs of the French ſilver wrought into Of the fe 


plate, is different from that of the coin. The fineneſs of French 
8 the coin we have ſaid to be 10 deniers and ar grains, Ig 
h or 261 parts fine, 27 alloy; and the value of a mare 
| of it (when the 36 grains of remedy of weight is 


deduced)'is 49 livres 16 fols, which makes the full 


d marc of 4608 grains to be worth 50 livres 4 fols: 
ch The ſtandard ode plate is 115% deniers, or 274 

re fine, and 14 alloy. In order, therefore, to find 0 | 
5. value of the plate, at the rate of the coin, ſtate. thus, 
n- 261: 50.2: : 274: 52:7 3 conſequently filver plate in 
in France, at the rate of the coin, i worth 92 — 

14 fols: 
1d — goldſiniths ſell their hate; they ought: re- 


gularly'to charge, for the metal, the current price 
©. of the market; but as that is conſtantly” varying, 
the King, for their encouragement, has fixed the va. 


ve lue of the marc of it at 52 livres, which is only 14 
its ſols per mare below the value of the coined” filver, _ 
he including the price of coinage. / Con ſequently, were 
d, goldſmiths to melt down the coin in order to make 
he plate of it, they would loſe 14 ſols per marc, ' be- 
0 ſides the expence of reducing the melted coin to the 


. dusqend of the plate-Gold(imitha;chevefore/in Pane 
un will never melt down the coin when they can find bul- 
ils ion in the market, at the price of 14 ſols per mare 
to below the value of the coin; and we have ſeen that 
ſch the price impoſed on coinage generally reduces the 
OY bullion to near & per cent. below coin: but ſuppoſmg 
| them to melt it down, there is no loſs to the Kates: _ 
ins canſe-the coinage is atready pard, | 3 
(ik By this regulation, goldfmths profit by te im- — by tha 


polition of coinage; becauſe the mint price of filver impoſition 
ow | U 2 being 8 
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intetrüption t6'the'mint ; and being a matter of Tut 
= well determined, is a confirmation of that principle. 
Of the Ing Let us next examine the proportion between the va- 
portica of lue of the metals, both in the coin and at the 31 
For this purpoſe we muſt compare the mint 
in dne equation, and the value of the gold a a 
coin in another. 
How to . At the mint, a mare of fine ſilver is paid Fn 162 
2 ond a marc of fine geld 140.409 livres; con- 
equently 51.162 : 740.40 2 1 
N mae f fine a8 857 the Lee . worth 55 38 
livres; a marc of fine gold, in the coin, is worth 
801.68 9 We may therefore ſtare thus, 55.38 : 
801.68:: 1: 14.47. 
The propor- The proportion, therefore, both at the mint and 
win, | in the coin is the ſame; and is nearly as the French 
writers ſtate it, to wit, 'as 1 is to 14. , but more 
exactly as 1 1014.47, which is very nearly as 1 to 14.5. 
a: From theſe computations we find the exact quan- 
tainedin a tity of fine gold in a louis d'or, and of fine ſilver in 
Jouis Gor, a great crown, or piece of 6 livres. 
« crown of In the louis d'or there are 1 37.94 grains fine, and 
6 lives. 153.1 ſtandard gold. 
In the great crown there are 499.22 fine, and'550. 
843 ſtandard filver. 
Provortion . Further, by the moſt exact calculations I have 
of « French been able to make after comparing the accounts 
grain weight which French writers give of the 8 of the 
grain, © Engliſh troy grain, with the grain of the Paris pound, 
and the accounts which Engliſh writers give of the 
proportion of French grains, with thoſe of the troy 
pound; and after checking theſe accounts with the 
moſt accurate trials, by weighing and taking a mean 
proportion upon all, I find that a French grain poids 
de marc, 1s to an Engliſh grain troy, as 121.78 18 to 
100. See the table. What a ſhame it is, that ſuch 
— Proportions can only be gueſſed at by approxima- 
tion, 1n the age in which we live! 
To diſcover, therefore, the number of troy a 
of fine gold in a Log d'or, ſtate thus, 
1 2137.94: 113.27. 8 
Now 
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Na a guinea contains 118:651 troy grains of fine 
gold, and yet in almoſt every country in Europe, the 


louis d'ot, in time of peace, paſſes for as much as tbe guinea. 


the guinca, when both are of good weight. This is 
a matter of fact well known, and is a confirmation 
of another principle which I have laid down, to wit, 
that the impoſition of coinage gives an advanced 
value to a nation's coin, even in foreign countries 


The fineneſs of the French ſilver wrought into 2! the fine- 
plate, is different from that of the coin. The fineneſs of rrench 
the coin we have ſaid to be 10 deniers and 21 grains, Arought 


plate. 


or 261 parts fine, 27 alloy; and the value of a mare 
of it (when the 36 grains of remedy of weight is 
deduced)'is 49 livres 16 ſols, which makes the full 
marc of 4608 grains to be worth 50 livres 4 ſols. 
The ſtandard 4 plate is 117% deniers, or 274 


fine, and 14 alloy. In order, therefore, to find 


value of the plate, at the rate of the coin, ſtate thus, 
261: 50.2: : 274: 52.) 3 confequently: filver plate in 
France, at the rate of the coin, is worth 32 livres 
14 ſols. | : not 
When goldſmiths ſell their plate, they ought» re- 
gularly to charge, for the metal, the current price 
of the market; but as that is conſtantly va 
the King, for their encouragement, has fixed the va 
lue of the marc of it at 32 livres, which is only 14 
ſols per marc below the value of the coined” filver, _ 
including the price of coinage. - Conſequently, were 
gold{miths to melt down the coin in order to make 
plate of it, they would loſe 14 ſols per marc, be- 
ſides the expence of reducing the melted coin to the 
ſtandard of the plate. Goldſmiths, therefore, in France, 
will never melt down the coin when they can find bul- 
lion in the market, at the price of 14 ſols per mare 
below the value of the coin; and we have ſeen that 
the price impoſed on coinage generally reduces the 
bullion to near: & per cent. below coin: but ſuppoſmg 
them to melt it down, there is no loſs to the ſtate, be- 
cauſe the coinage is already paid. | e; 


By: this regulation, goldimiths' profit by the im- cbt h. 


poſition of coinage; becauſe the mint price of filo et im of don 
* U 2 being on ccigage, 
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| "being 8 per cent. below the value of the coin, and that 
keeping the price of bullion low, goldſmiths gain 
upon the ſale of their wrought plate, all the difference 


between the - price pay for bullion when 
make their — and the price _ — 
lowed to fell it at when wrought. | 
Another conſequence of this regulation is, ther 
there is no competition occaſioned between — mint 
and the goldſmiths, to the prejudice of the latter. 
No body will carry bullion to the mint while there 
is the leaſt demand for it to make it into plate. This 
conſequence is plain. 
And nerer Bullion can never fall lower than mint price; con- 
find the ſequently, the mint may rather be conſidered as re- 
competiti- ceiving the bullion upon an obligation to pay a cer- 
— with tain price for it, than as demanding it in the mar- 
the metal ket. The ſmalleſt demand, therefore, from the gold- 
ſmith, will raiſe the price of bullion when it ſtands 
at mint price; becauſe he who has it, will never 
give it to any body who. has occaſion for it, without 
ſome ſmall advantage above what the mint muſt 
give him for it; but the mint price being fixed, no 
competition can come from that quarter, and there- 
fore the advanced price the goldſmith gives muſt be 


very ſmall. 


1 Upon the whole, the regulations in France appear 


of the (ſo. far as I comprehend them) admirably well con- 
— trived to ſerve every purpoſe. They prevent the 
| melting down and exporting of the coin : they pre- 
vent bullion from being coined, when it cannot re- 
main in the Kingdom; they give an advanced value 
to that part of the nation's coin which muſt be export- 
ed for the payment of the balance of trade; and 
they recall it home when the balance becomes fa- 
vourable. They prove an encouragement to the in- 
duſtry of goldſmiths; there is a ſufficient check put 
upon their melting down the ſpecie; and there is no 
diſcouragement given to private people from making 
plate, becauſe the ſilver in the plate is ſold by the 
goldfmith, a ſmall matter below its intrinſic worth 
when compared with the coin. 2 
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The only thing to be reformed is the remedies al- 
lowed by the King upon the weight and fineneſs; be- 
cauſe it tends to perplex calculations, and is not at 
all neceſſary, When exactneſs can be procured; it 
ought to be procured ; and as the workmen regularly 
profit of all the remedies allowed them, it is a proof 
that they have no occaſion for any indulgence to make 
for their want of dexterity. 87 

I ſhall make no me tion of the duty of controle up- 
on wrought plate. This I conſider: as an exciſe uh 
on a branch of luxury; conſequently, the examination 
of it belongs to the doctrine of taxation, and is fo- 
reign to that of money. "s 019 

t has been ſaid above, that the impoſition of 
comage (occaſioring the coin of France to circulate, 
almoſt at all times, above its intrinſic value as bub 
lion, even in foreign countries) prevented bullion, 
from ever riſing in the Paris market to the price of 
coin. This principle | alſo find confirmed by facts. 

Foreign gold of 22 carats fine, fold in the Faris gb, hace 
market (December 1 3th, 1760) at 712 livres the marc; the Faris N 
In order to find the value of the marc of fine gold, ne 
ſtate thus, 22: 712: : 24:76. ). Now the mare of yer — 
fine gold in the coin, we have ſeen to be 801.12 ſols. 

So at this time, when France is engaged in a moſt 
expenſive war, while ſhe is daily exporting immenſe 
quantities of both gold and ſilver coin, to pay her 
armies and ſubſidies, the price of gold bullion in her 
market is 24 livres 18 ſols per marc below the 
value of her coin, Notling but the advanced value 
of her ſpecie in foreign currency, could poſſibly pro- 
duces ſuch a phenomenon; But when ſhe was ſend- 
ing ſtamped ingots of gold to Rullia, in the month 
of September laſt, the price of the gold bullion of 
22 Carats then roſe to 734 livres per marc, which 
for the marc of fine gold makes 800 }ivres 14 ſols, 
which is but 18 ſols below the value of the coin: The 
reaſon is plain: the coin ſent to Germany, or Hol- 
land is conſtantly returning to France, or at leaſt 
may ſoon return, which ſupports the high price of it 
in theſe countries; but what was ſent to Ruſſia was 


plain bullion, U 3 Before 
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Preſent ſtate 
of the wear- 
ing ofthe 
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Before I conclude this chapter, I muſt ſay a word 


. the wearing of the French coin by. ceircu- 
11. 

As paper money has no currency. in France, 
by any public authority, all payments muſt be made 


French fil- jn coin. For this purpoſe the ſilver is more com- 


ver coin. 


monly uſed than the gold; from which I am obliged 
to conclude, that the fver- muſt be ſomewhat:over- 

ted in the coin, above the proportion of the price 
of, gold in the Paris market; but of this 1 n no 
exact information. 

The ſilver coin is put up in ſacs of 260 great 
crowns, value 1200 livres. This ſum on coming 
out of the mint, weighs, according to the following 


equation, 23 marcs 7 ounces 192 grains. State thus, 


8.3 great crowns 457 2 grains ſtandard ſilver; conſe- 
quently 200 = 0168 . e 7 ounces 152 


Brains 


Theſe Gan dealing to my information; weigh 


' conſtantly at leaſt 23 marcs 4 -ounces, excluſive of 


the fac; ” (bi the French ſilver currency has not, 
at this time, loſt above 152 grains upon the ſac of 
1200 livres, which is about--%4 per cent. This is 
a trifle upon a ſmall ſum; but as no difference, how- 
ever ſmall, is a trifle upon a large ſum, a limit ought 
to be ſet to the further diminution of the weight of 
the currency, which might be accompliſhed wr — 
ordering all ſacs of 1200 livres to be made up t 

the weight of 23 marks 7 ounces effective, for — 
future. This would be, at preſent, no injury to the 
public, there would be a ſufficient allowance given 


for many years circulation of the coin, and the de- 


gradation of it in time eg, would be en 


| ly proventdd, 


1 
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to receive conſidetable ſums in material money. 
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Of the Regulations bjerved in Holland, with regard fn 
| Quin and Bullian. Ton 0: 


ey . I e 10 cred TD 2 
T comes next in order to 9 how this matter Preſenc fate 
ſtands in the ſtates of the United Proyinces, and Butch gur 
th this I ſhall conclude, | % SP 


wY 


rar len dne 
We ſhall here find the queſtion infinitely mer oe”. na 
volved in combinations, than hither to we haye . 
it. We ſhall find the moſt ſagacious people in the 

world, with regard to trade and money, ſtruggling 
with all the inconyeniencies of an ill 9 

age, and an old worn out ſilver currency; carrying 
on their reckonings by the help of ago; weighng 
their ſpecie ; giving allowance for 
buying filyer with fer, and gold with gold; as if 
it impoſſible to bring the value of 5 metals 

to an equation; and loading commerce with an infi- 


- 


ght weight z 


* 


nity of brokers, Jews, and caſhiers, without the aid 
of which it is impoſſible in Holland either to pay or 


It is very true that what muſt, appear an inextrica- 


ble perplekity to a ſtranger, is really. none at all to 
rhe Durch. Trade is there ſo well reduced to yr 


ſtein, and every branch of it ſo completely furniſhe; 
with Wbt to Uk it BL: yt rages ap 
on mechanically, and though, at a great additional 
expence to trade in general, yet at none to the mer- 
chant ; becauſe he regularly ſums up all this extra- 
ordinary expence upon his dealings, before he ſuper- 
adds his own profit upon the operation. Were there- 
fore all this unneceſſary expence avoided, by a pro- 
per regulation of the coin, the conſequence would 
be, to diminiſh the price of goods to ſtrangers, as 
well as to the inhabitants, to leave the profits upon 
trade, relative to the merchants, exactly as before; 
and to increaſe, confiderably, the trade of the republic, 
Fes them to furniſh all commodities to other 
jations cheaper than they can do, as matters ſtand; 
U 4 e 


« 
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| but were this plan put in execution, the conſequence 
would alſo be, to take bread from all thoſe who at 
preſent live by the diſorder, which ought to be remov- 
ed * id | 8 N 


Regulations Of the regulations in the Dutch mint. 

in a . The unit of weight in the Dutch mint, is che mare 

wy Holland's troes, or gold weight. 

Their unit This weight is about 1 4 per cent. lighter than 8 

of weight is ounces Engliſh weight, without coming to the moſt 

Holland's ſcrupulous exaCtnels, 

* This marc is divided into 8 ounces; every ounce 
into 20 engles; every engle into 32 aces or grains. 
The ounce therefore contains 640, and the marc 
5120 aces. By this weight, bullion is bought, and | 
the coin is delivered at the mint, or weighed in cir- 
culation, when a & is neceſſary. 

The remedy The mint delivers the ſilver coin by the marc weight; 

of wright but from the full weight, there is deducted as a reme- 

| dy, one engle and one ace, or 33 aces: fo the marc 
of the mint, by which they deliver the filver, con- 
tains 5087 aces, in place of 5120. 

Thefineneſs The fineneſs of the Dutch filver is various, . 

different in ing to the ſpecies. I ſhall here, for the greater diſ- 

differen: tinctneſs, take notice only of the fineneſs of the florins ; 

mY becauſe it is the beſt and the moſt ſtandard coin, 
uſed in the payments of foreign bills of exchange, 
leaving the other varieties of their ſpecie to be conſi- 
dered afterwards, 

Plains ave By florins I mean (beſides the florin pieces) thoſe 

4 fine alſo of 30 ſtivers, and the 2 florin 2 the ſtandard 

with one of which is all the ſame, to wit, L fine with one 


n of re 
or rain of remedy. 


How they The maſs of filver in the Dutch mint, (when we 
filver lan- ſpeak. of the fineneſs) is ſuppoſed to be divided into 
_ 12, pence, and every penny into 24 grains, as in France, 

Any maſs of ſilver, therefore, of whatever weight, 
1s ſuppoſed to be divided into 288 parts; conſequent. 
ly by +3 fine with one grain of remedy, is meant, 


that there are 263 of theſe parts fine, a the remain- 


ing 25 parts of alby, This is the exact ſtandard of 
To 


the Dutch florins, 
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To find therefore the number of grains A ſul 14 £2 

ver in the marc weight, as it is delivered at ny mint, N 

* muſt ſtate this proporijes, 288 : 263: : 5087: ; 

n The mare therefore of coined ſilver florins, after all bn que 

> deductions for alloy, and for remedies of weight and diser in « 

1 of fineneſs, contains of fine ſilver 4645.4 aces Hol- are C00 

8 lands troes. Ne 

t This mare is ordered to be coined into 2 4 Tyr flo. they come 

rins. If therefore 464.5.4 aces of fine ſilver be worth mint. 

e 2377 or (in decimals, for the fake of facilitating cal- 

75 culation) 23.2024 florins, then the full marc 5120 

c _ aces of fine ſilver will be worth 25.572 florins by 

. this analogy, 4645.4 : 23-2024: : 5120: 25.572. , 

0 But the mint price of the marc of fine ſilver is 25.1 N 

florins. The difference, therefore, between the mint ver. 

price of fine ſilver, and the price of it in the coin will F 7 


A055 


8 ſhew exactly the expence of coinage. State thus, | 
0 The price of a mare of fine ſilver in the corn 
= = . FBS 

Price of ditto as oy by the mint "Sek 7 
* — — 
5 Price of coinage 0472 
; To know Po much this Wk per cent. tate thus, 
, 5.1. 25.492: : 100; 101.48: . 
„ So that in Holland there is not quite 13 per cent. ta- P iee of 
. ken upon the coinage of ſilyer florins. Let us next fene - 
. examine the regulations as to gold coin. about 14 
2 There are in Holland two ſpecies of gold coins of ver by 
d different weights, fineneſs, and denominations, to wit, Of the 
e the Ducat aud the Rider; we muſt therefore examine * 


them ſeparately. 
The ducat is what they call a negorre pfenning, Th The wo 
that is, a coin truck under the authority of the ſtate, 15 par” 
in all the mints, and of a determinate weight and dea. 
fineneſs; but not a legal money in payments, becauſe 
it has no legal denomination. | 
Ducats are delivered by the marc weight as the ſil- 
ver; but there is a remedy of weight deducted of 
one 'engle per marc. So the marc of ducats, as de- 
livered by the mint, weighs but 508$ aces. 


rr 


0 


i 
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< fineneſs 


The fineneſs of the ducats is (as in the empire) .of 


+ V 


gain. 23 carats 8 grains; but in Holland they 'allow one 


grain of remedy. Wr arena ele 
How the The ſtandard of the gold is reekoned by carats and 
— grains: 24 carats are called fine gold, and very ca- 
rat is divided into 12 grains; ſo Fit the mals of gold 
be of what weight ſoever, it is always fappotel to 


contain 288 parts, that is, 12x24: at this rate the 
fineneſs of ducats is 283 parts fine gold, and 5 parts 


oe” Lan be 
Finenefs of The imperial ducats ought to be 284 parts fine, 3 
et am. parts ſilver, and one part copper, without any remedy 
pire. but in Holland the aſſayers bring the gold to the fine. 
nels of 23 carats and 8 grains; then they ſuppoſe 
that what remains is all filver, and they take their 
remedy by adding one grain of copper. Dutch du- 
cats are therefore ſomething in the fineneſs, though 
nothing in the weight below the regulations of the 
empire.” 55 r SPE v Iu D 
Exact quan- To find the number of grains of fine gold in the 
aldi marc Weight, as it is delivered from the mint, we 
marc weight muſt ſtate this proportion, 55 
1 288: 283:: 5088: 4999 5656. 
they come The marc, therefore, of gold coined into ducats, 
am. after alf dedutions for alloy, and for the remedies 
of weight and fineneſs, contains 4999.6 aces of fine gold. 
This marc is ordered to be coined into yo ducats. 
If, therefore, 4999.6 aces of fine gold, be worth 
0 ducats, then the full marc of 5120 aces of fine 
gold will be worth 51.687 ducats, by this proportion 
es 4999.6 : 705-3140: ee 5 
| ut the mint price of the mare of fine gold is 71 
en. 2 3 
Mint Price, The difference, therefore, between the value of a 
kose. marc of fine gold in ducats, and the price given by 
the mint for the ſame quantity of fine gold bullion, 
ſhews the expence of coinage. State thus 
Price of the marc of fine gold in ducats 71.687 ducats 


Mint price of the marc n 


Price of coinage - - oF, ©: 


To 


9 l 
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To know how much this makes per cent. m 
71 : 71.687 :: 100: 100.96. 
So that there is not quite 1 per cent. alen in Hel- fr | 
land upon the coinage of their gold ducats. a 
But upon the ſilver flox ins there is (as we have ſren) — «per 
near 14 per cent. conſequently, there js an encourage The price 
ment of ꝑ per cant. given for carrying gold to the miat of cone 
preferably to ſilver ; which, in my humble opinion, is — 
ill judged. I allow that the expeuce of coiniug a ſum foul! ve 
in ſilver is greater than the expence ol coining the 
fame ſum in gold; but I think it is better to allow an 
additional profit to the mint upon the gold, than to 
diſturb the equality of intrinſic value which ought to be 
contained in the fame ſum coined in gold and filver. 
But indeed, according to the preſent ſtate of the 
Dutch mint, this ſmall. irregularity is not much ohe 
minded, as we ſhall ſee preſently. 5 
Riders are a coin but lately uſed in Holland. For- The Ride 
merly, the Dutch had no legal gold. coin, ſilver was 
theit ſtandard; and ducats as a acgote pfennmg! (as 
they call them) found their own value, having ao © 
determinate legal denomination, as has been ſaic 
But of late the States have coined this new ſpecies . 
of gold, to which they have given a fixed denomina- ien nds 
tion, and the authority of a legal coin, to be received * tel” 
in all payments, ſo far as one third of the ſum to be payments 19 
paidis the other to thirds muſt be paid in ſilyer: but f e 
of this more afterwards, our preſent buſineſs being to _y 


examine the weighty Fama and fineneſs of 


this ſpectes. O's 71 $1898 180 tree Fo 


| Riders are * by the State alone, no private i = ah 
perſons carrying bullion to the mint for that, purpoſez date and wr 


the coinage, therefore, not being open. to the pyblig, e 


ſo there dl 


it is in vain to ſeek for a mint price. They 8. be =o 
livered at the mint by tale, not by weight ; ſo we Price, 
muſt inquire into the ſtatute weight, finencls, and de- 
nominations of this ſpecies, in ordert to diicover the 


quantity of fine gold Which is contained in the floxin 


of this currency: this we ſhall, compare with the flo- 

rin in the ducat, and fo ſtrike an equation between 

the florin in this ſtandard coin, and in the 00G 
whic 
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which finds its own price, according to the fluctuation 
of the metal it is made f. | 

Regulations N marc of fine gold ſtruck into riders circulates 
as to the WE N 8 F 

Sneveſs, de, for 374 florins. This is the regulation as to the weight. 
— pa > The ſtandard is exactly ;* fine, or 22 carats, with- 
of riders, Out any remedy. b 185% 


The denomination is 14 florins for every rider, the 
half rider in proportion. To diſcover therefore the 
quantity of fine gold in a rider, we muſt firſt divide 
374 by 14, which will give the number of riders in 
the marc fine, viz. 26.714 riders; then we muſt fay, 
if 26.714 riders contain a marc of fine gold, or 5120 
aces, how much will one rider contain? The anſwer 
WL =o: = 
Quantity of Divide this by 14, and you have the number of 
fine 82": aces of fine gold contained in a florin of this currency, 
riders. = 13.69. 10 HA Fo Por yh 

Here then is the exact weight of the fine gold con- 
tained in one florin of the currency in riders. Tt 
To put the Let us now examine how much a ducat ought to 
4 pr wt Paſs for, in order to be upon a par with the currency 
riders it of the riders. bf 5 
—— erg We have ſeen that a marc of fine gold is coined into 
florin« 43 71.68) ducats. That number of ducats, therefore, 
liver. to be upon a par with the riders, ſhould be worth 

374 florins. Divide, therefore, this laſt number by 
the firſt, you have „f, 5.21) florins, which is 4 
| little more than 5 florins 41 ſtivers, r aifls 10 

valle of Were the States, therefore, to give a fixed deno- 
4 —.— mination to ducats, they ought to be put at that va- 
ae lue; but the trade of Holland requires that this coin 

r ſhould be allowed to fluctuate, according to eircum- 

ſtances. The greai demand at preſent (156m) for gold 
to ſend to the armies preferably to ſilver, on account 
of the caſe of tranſportation, has raiſed the value of 
that metal, perhaps 4 per cent. above what it would 

otherwiſe be. If then + per cent. be added, it will bring 

the ducat to the preſent current value, to wit, 5:4} 

florins. If, therefore, in order to bring the currency 
of ducats upon a par with the riders, they were fixed 
at 5.4; florins, it is very plain, that no more would 


be 
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be ſent away in payment at that rate, becauſe of tbe 
preſent advanced value of gold; conſequently, none 
would be coined; the mints' would be ſtopped, and 


the armies would be paid in guineas and 


gold; the melting and recoining of which keeps all 


the mints in Holland in conſtant occupation. 100 

This, beſides employing and giving bread to 2 

number of hands, multiphes the Du 

a time when they have ſo great occaſion for it. 
Let us next examine the proportion of the metals 

in the coin. 41 ell ile 


teh currency, at 


* Y 


Here we muſt adhere cloſely to the regulations of How to find 
the mint above mentioned, and only determine what det be 
the proportion of the metals would be, were the coinmetsls in 


of Holland, both gold and filver, of ſtandard weight, 


the coin of - + 
Holland, and 


and were it the practice to pay for the metals at the * wonder 
mint, indifferently in either ſpecies. But neither of aca is the | 
theſe ſuppoſitions are to be admitted: Firſt, becauſe valae of du- 


the ſilver coin is not of its due weight; and in the 


ſecond place, becauſe the mint never buys gold bul- 
lion but with gold coin, nor filver bullion but with 
ſilver coin. This is the infallible conſequence ' of a 
coinage ill regulated in what relates to the proportion 
of the metals, which ought reſpectively to be put into 
the ſame ſum, 1n the two different ſpecies. 


It would be endleſs to examine the proportion of 
the metals; with reſpect to every ſpecies of their coin. 


It would alſo be incorrect to examine it as to the du- 
cats; becauſe that ſpecies has no fixed legal denomi- 
nation; and the proportion of the metals is to be diſ- 
covered by the denomination of the coins only. 


Ducats paſs current among the people for 5 florins 


5 ſtivers; but with merchants, who buy them as mer- 
chandize, their value is continually varying. At pre- 
ſent (September 1561) the new coined ducats brought 
in bags from the mint, which never have circulated, 
are bought for 5 florins 43 ſtivers; thoſe which have 
circulated (were it for a day) fall, from that very cir- 
cumſtance, to 5 florins 40 ſtivers; which is a diminu- 
tion of near 3 per cent. of their value: This phæno- 
menon ſhall afterwards be accounted for. hers 
is 
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the propor- 
ben 4c ſilver found in che ſame ſum, paid in florins: of full 
14.6%. weight; and in new riders; the one and the other 
coined according to the regulations of the mint above 
mentioned. | 1 ö 
lt has been ſhewn that a marc of fine gold in riders, 
circutates for f.: 374, and that a marc of fine filver 
mflorins, circulates for f. 28.572; divide the firſt by 
the laſt, you have the proportion as 1 to 14.62: But 
ve ſhall afterward diſcover a circumſtance, not taken 
notice of in this place, which will reduce the propor- 
tion lower. | | 
Tin From che above calculations, we may eaſily diſ- 
4 fs cover the exact quantity of fine ſilver and fine gold 
piece. contained in a Dutch florin, whether realized in ſilver 
florin pieces, in gold riders, or in ducats. As this 
will be of uſe when we come to examine the par of 
exchange, it will not be amiſs to ſet before the reader, 
the exact ſtate of that particular before we proceed. 
We have faid that whoever receives f. 25.572 in ſil- 
ver florins of full weight, receives a marc of fine fil- 
ver, which contains 5120 aces. Divide the laſt ſum 
by the firſt, you have 200.21 aces of fine ſilver for 
the florin. 27175 
onde Whoever receives f. 374 in gold riders, receives a 
W foe gold in marc of fine gold, which contains 5120 aces. Di- 
vide the laft ſum by the firſt, you have 1 3.69 aces of 
.-= fine gold for the florin. {SEE 
WE 1oveticati- We have ſeen that ducats fluctuate in their value, 
Wn of bi having no legal denomination, which obliged us to 
© & © the ſtate the current value of a marc of them at 71.687 
ducat; gucats, not being able to expreſs that value in florins; 
becauſe of the unſettled denomination of that ſpecies. 
Let us now ſpecify that value in florins, upon three 
ſuppoſitions. The firſt, that the ducat is worth w hat 
it paſſes for among the people, to wit, 5f. 5f: The 
ſecond, at the value of new ducats from the mint, 
to wit, , 4 f. The laſt, at the merchant price of 
good ducats, which have circulated, to wit, 5. 43 = 
2 n 


7 
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In the firſt eaſe (the ducat at 3 f,.) 51.669 ducats 
are worth 376.35 florins, this being the value of a 
marc of Bus geld in ducats, and the mare containing 

a0 tes divide the laſt by the firſt, you have r 3.604 
Toes of fine gold for the florin: 

In the 135 caſe (the ducat at 5 f. 44) 951:687 
ducats are Worth 37 5:64. florins; by which number 
divide 5120 a8 before, Jour have 13 651 aces of fine 
gold for the florm, 

Ia the laſt caſe (the qucat at of: 4%f 51.687 da- 
cats ate worth 454.11 ;' by which fivmber” dividing 
5120, you have 1 2.68 9 ads of fine gold for rhe florin, 

which comes within 4 trifle of the florin in riders. 

But now (in June 17562) I learn, that the courſe of which ic 
new ducats from the Us in the Holſatid-marker, þ ny 
is got up to 5 f. 5+ e. in this caſe, 3 T. 65) ducats ate . oiled, - 

worth 378.1 florinsz by which number dividing eld, and-fet / | 
3120, as I, your have 13.541 aces of fine gold ef e 
for the flo metals in 

If we ſeek here the proportion beriveBn che ele and 10 14765. 
fil ver, we muſt ſtate thius. If a florin in ducats con- 
tain 13.541 aces of fine gold, and a florim in ſilver 
coin contain as above 2002 i aces of fine ver, then 
13.541: 200.21 ::1 pn 80 the effect of this 
war has already been to raiſe the value of gold 1.12 
per cent. above what it was eſteemed 80 Veg when the | 
riders were coined. 


The proportion as to ders is, as bebie, * to 14.62. % lich ie 


The preſent proportion as to ducuts is 1 to 14.783. 9 
14 62: 100: 14.785 101.12. a 1 of LAGER 


TI miſt further obſerve upon this ſubject, that al. 
though we have (cen chat the ducats which have cir- 
culated for &vet fo ſhorr 4 while; When Böught at g 7 
4 It.” produce for the florin 13.68 5 (which'is mate 
than is prœduced by the new coined ducats freth 
from the mint) we are hot frotn this to cb ud, that 
the former are intrinfically a cheaper curreney than 
the latter. I Have Been 90 all che pain 1 hn 
to weigh theſe ducats againft others ref 
mint, and alſo to compare their weight with What it 

_ ought to be by the regulation; and I have conſtantly 
found 
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found near per cent. difference between them. This 
is entirely owing to the nature of the coin. The du- 
cat has a large ſurface in proportion to its weight; 
it carries a very ſharp impreſſion, full of ſmall points; 
the cord about the edges is exceedingly rough; ſo 
that the leaſt rubbing, breaking off thoſe ſmall points, 
diminiſhes the weight of the piece near + per cent. 
which is clear loſs, not only to the proprietor, but to 
the ſtate, and to all the world. Beſides, thoſe who 
are obliged to go to the mint for new ducats are 
ſuppoſed to bear the greateſt weight of the coinage 
of a piece which having no legal denomination, is 
left afterwards to ſeek its own value, according to 
that of the metals at the time. 
The inte" As I have entered into this minute detail of the 
minute de- Weight of fine ſilver and fine gold contained in the 
_ 510. Dutch florins, with a view to facilitate the calculation 
late the real of the par of the metals contained in the coins of 
par of we Holland, and thoſe of other nations; I muſt next 
Europe. mention the proportion between the aces in which we 

have expreſſed the weight of the Dutch ſpecie, 


.and the grains in uſe in ſome of the principal nations 


with which they trade: Theſe I take to be England, 


France, and Germany. 


Proportion The reduction of weights to mathematical exaQtneſs, | 


between the 


mintweights is beyond the art of man; and to this every one, who 

Bogan ever tried it, muſt ſubſcribe. Ihave been at all the pains 

Prone, ang am capable of, to bring thoſe * gay an equa- 

Germany. tion; and here follows the reſult of my examination 
into that matte. 

By all the trials and calculations I have made, I 
find that 5192.8 aces Holland-troes; 3840 grains En- 
liſh troy weight; 4676.35 grains Paris poid de marc, 
and 4649.03 grains Colonia (which is the gold 
weight of the empire) are exactly equal. 

I reckon by the loweſt denomination of theſe ſeve- 
ral weights, to wit, their grains; to avoid the end- 
leſs perplexity of reducing to a proportion, their 
pounds, marcs, and ounces, which bear no regular 
proportion to their grains. 


To 
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To give ſome examples of this method of calcu-?s » * 
lating the exact par of the metals contained in the coin bag in 
of thoſe nations, reduced to the weights of Holland, vs. 
I ſhall ſtate the — computations. Dutch flo- 
A pound ſterling, in filver, by the ſtatute of the geen 
43d of Elizabeth, is 1718.7. grains troy fine; to know 1 divers. 
how many aces Holland-troes that makes, ſtate thus, 
9 :: 1718.7 : 2324.1. | 
Divide 2324.1 by 200.21, (the number of aces Par of the 


contained in a filver florin) you have for the par of E u 
the pound ſterling, f. 11. 609 8 


A pound ſterling in guineas, by the ſtatute fixing , givers 
guineas at 21 ſhillings contains 113 grains troy fine; d;. 
to know how many aces Holland troes that makes, 
ſtate thus, 3840: 5192.8 :: 113: 152.8. 

Divide 152.8 by 13.69, (the number of aces con- 
tained in a gold florin in riders) you have for the 
par of the pound ſterling in guineas, f. 11.161. 

A French louis d'or contains 137.94 grains poid P* of * 
de marc fine gold; to know how many aces Hol- gr with che 
lands that makes, ſtate thus, | 2 

4676.35: 5192.8 :: 137.94: 65207 3 ſlive.s 

Divide 153-17 by 13.69, (the number of aces con- + 

tained in a gold florin in riders) you have for the par 


of the louis d'or, f. 11.188. | 


24 livres French, contain 1996.88 grains poids de Pr 9* 24 


marc of fine ſilver; to know how many aces Hollands r e 
that makes, ſtate thus, | 2 
4676.35: 5192.8 :: 1996.88: 2217-4. forins 14 M- 


Divide 2217.4 by 200.21, (the number of aces ip ver. 
a ſilver florin) and you have for the par of 24 livres 
French filver, f. 11.076. | 
The French ſilver here is leſs valuable in Hol- Great b.. 
land than the gold: this is no proof that the propor- trace againſt 
tion between the metals in the reſpective coins of France, in 
theſe two nations is different (we ſhall ſoon find it to 1551, 
be very exactly the ſame) ; but this preference in fa- 
vour of the French gold, is owing to the temporary 
demand for gold on account of the war; for which 
reaſon no French filver coin appears at preſent in 
Holland. I write in September 1761. 


Vol. II. X I muſt 
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| I muſt alſo obſerve, that at this time the courſe of 
louis d'ors is 11f. 4 ,. which is little or nothing a- 
boye the real par 4 metal they contain; which 
in peaceable times is not the caſe, This proves how 
ſtrongly the balance of trade is againſt France with 
reſpect to Holland, as it has reduced her ſpecie to 
| the price of bullion : it is not ſo in Germany. | 
Low value The low value which a pound ſterling has bo 
of the pond for theſe ſeveral years in exchange, and the great fall o 


©» Reerlingin 


Holland, in its worth in Holland of late, when it has at 10 
176%. . 10ft. is no argument againſt the high converſion I 
have given it, to wit, above 11Ff. 12 f. Were there 
nothing but ſilver coin in England, and were it all 
of ſtandard weight, exchange would” frequently run 
even above that value in peaceable times; becauſe 
the ſilver coin in Holland is light, and I have reckon- 
ed it as if it were of full weight. 
It will be obſerved, that the par upon the gold 
does not quite amount to 117. 4 ft. the reaſon o 
which is the great diſproportion in the Britiſh coin, 
between the intrinſic value of a pound ſterling in fil- 
ver, and in gold, when both are of ſtandard weight; 
the latter being near 5 per cent. worſe than the for- 
mer, when the proportion of the metals is ſuppoſed 
to be at 144. But at preſent there are no ſterli 
pounds in filver money; there is no ſilver in Engl 
in any proportion to the circulation of trade ; and 
therefore the only currency by which a pound can 
be valued, is the guinea. 
Owing to It has been ſaid, and I think ſufficiently proved, 
2 that the price of the metals in the market, ſhew very 
coin in ng. exactly the weight of the currency in nations where 
w_ mit coinage is free, when there is no ſevere prohibition 
(put in execution) againſt the exportation of the coin. 
This I take to be the caſe in England. Now 
there has riſen of late to 41. 05s. 84. per ounce ; from 
which I conclude, that the guineas with which it is 
bought, or with which bank notes are paid, are at 
preſent ſo light, that 41. os. 8d. of them da not weigh 
above an ounce, (the good guineas are GP 
wanereas 
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whereas an ounce of new guineas is worth no mote 
than 3 I 115. x0id. | 

Gold, therefore, which now ſells for 41. 0s. 8 d. 
would certainly be worth no more than gl. 176. 101d. 
were Engliſh gold coin of its proper weight: and 
the price of it will come down to that value, in pro- 
portion as circumſtances ſhall call back the heavy 
uineas. 
To facilitate the verification of this point, I ſhall 


firſt obſerve, that the difference between 4/. os. 8d. 


and gl. 19s. 104d. is 4.5% per cent. The Engliſh gold 
currency, therefore, at the time ſtandard bullion was 
worth 4/. os. gd. muſt have been worn 4.57 per cent. 
Guineas, when of full weight, weigh 129.43 grains 
of troy weight; if ſuch guineas are worn 4.57 per 
cent. they ought to weigh no more than 123.23 grains 
wks Now let any man try the experiment, and put 
an 

to a ſcale, and ſee whether it has not been worn down 
to 123.23 grains; and let him alſo examine whether 
the greateſt part of the guineas, at the time when gold 
bullion has got to ſo high a price, are not of King 
I. and his predeceſſors: theſe I call old. 

es theſe there are other circumſtances to be 
attended to. Men who job in coin, pick up all the 
worſt guineas they can when they go to market ; or if 
they buy with paper, we may decide, that the bank 


at that time pays in row not above the weight of 
or 


123.23 grains troy for if the bank paid with guineas 


of a greater weight, he who had occaſion to carry 


his paper to market to buy gold bullion, would cer. 


tainly rather go to the bank, and afterwards melt down 
their gui Were the bank of England never to pay 
but in gold of full weight, and were the exportation 
of guineas free, it is impoſſible that gold ſhould ever 
iſe above the mint price, which is 2/. 175. 101 d. 

As a further confirmation of the juſtneſs of the high 
valuation I have put upon a ſilver pound ſterling of 
ſtandard weight, I ſhall obſerve, that a new guines 
paſſes in Holland (at the time when the exchange is 
it 10 f. 10%.) for 117 * and every body * 

3 t 


inea, taken by chance (not picked out) in- 
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that ſuch a guinea in England is not above the in- 
trinſic value of a filver pound ſterling of full weight. 
If then [ can get 11f. 11 ff. for a new guinea, I ought 
to get as much for a new ſilver pound ſterling, ſince 
the intrinſic value of both is the ſame, when . pro- 
portion of gold to ſilver is as 1 to 144 Now this gui- 

nea muſt be worth more than 11f. 11 f. becauſe the 
Jews, who carry them to the mint, give that price 
for them (I have diſpoſed of them to Jews at that 
value“); and as the coinage of ducats coſts, as we 
have ſeen, near 1 per cent. the guinea is intrinſically 
worth 2 {livers more, that is 11 f. 13 ft, but as gold 
at preſent bears an advanced price upon account of the 
war, and that the proportion between gold and filver 
is in Holland above 1 to 143, theſe are the reaſons 
why the guinea, in Holland, is at preſent ſomething 
above the intrinſic value of a ſilver pound ſterling, 
which = have ſtated at F. 11.609, a trifle above 
Ii N „ 

and not to Let me here obſerve, by the bye, that all the pounds 

me wi" remitted from Holland to En land, for filling the ſub- 

their trade, ſcription for 12 millions of laſt year, coſt the remit- 

ledged. ters but about 10 7 fe. for the pound ſterling, If 
this low courſe of exchange be owing (as ſome pre- 
tend) to a wrong balance of trade againſt England, 
and not (as I pretend) to the lightneſs of the gold 
currency ; then we muſt allow, that the expence of 
the German war (which is what alone carries off 
coin out of the kingdom) muſt have exceeded all the Cl 
profits of the Engliſh commerce, which I apprehend be 
to be at preſent immenſe; and alſo all the money th 
lent by foreigners towards the loan of 12 millions. of 
I leave to others more knowing than myſelf, to de- 
termine if ſuch a ſuppoſition be admiſſible. If it be 
rejected, let any man reflect how abſurd it would be 
to raile, at this time, the ſtandard of the pound ſter- de 
ling to the old value; and to repay at 11 f. 12/. of 
ſuch ſums as have been borrowed at the value of 10f. 8 
10 ff, or in other words, to make a preſent to the e. 
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Dutch creditors of above 11 per cent. upon account 
of a loan for a year or two. bs 8 7. 

Having now given as good an account as I can of Defeats of 


the Dutch coin, according to the regulations of the thay 


currency of 


ſtate, -1 ſhall next point out the defects of their ſil- Holland. 
ver currency, and ſhew the conſequences which re- 
ſult from them. As for the gold, it is at preſent 
perfectly well regulated. The riders are all exact in 
their weight, fineneſs, and the denomination ; the 


ducats are all now'recoined of legal weight and fine- 


nels; and the denomination not being fixed, the 
ſerve, in a trading nation, as a merchandize of which 
the weight and fineneſs are well aſcertained. The only 
defect, therefore, I can diſcover in the Dutch gold 
currency, is the form of the pieces. They have too 
much ſurface in proportion to their weight, and the 
impreſſion is too ſharp, both which contribute great- 
ly to the wearing of the coin. e 

The ſilver currency of Holland is of two ſorts. account of 
The bank ſpecies, and the current ſpecies. Here it Hir cur- 
muſt be obſerved, that by bank /pecies is not meant 
Amſterdam banco, or bank money, but certain coins 
which are called bank ſpecies. Theſe are, 

Pieces of 3 guilders. 
| — 30 ſtivers. 
ol — 20 ſtivers. | hor 

Theſe are called groff gelt, as being the good ſpe- 
cie, of which hitherto we have only ſpoken. Sums to 
be paid in bank ſpecies, muſt be compoſed of 2 of 
this currency, and of Jof what follows, viz. Riders 
of 44 florins. + % 

Dutch half crowns of 28 ſtivers. 

Ses thalves of gz ſtivers. 

I have put in the riders, though a gold coin, in or- 
der to give a compleat enumeration of all the kinds 


of theſe bank ſpecies. 


Foreign bills drawn on Rotterdam in banco (i. regulations 
e. bank ies) are often received there, in any of for the pay- 
the above ſpecies, without regard to the 5 which ought reien bills 
to be groff gelt; but when the holder of the bill ia cia. 
deſires the acceptor (which the latter cannot refuſe) 


X 3 to 


pProportion- 
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to write it off to his credit inthe current bank of 
Rotterdam, and that he has there no ſtock, then, if 
he brings in ſpecie to the -bank, it muſt be as a- 

dove ſpecified. ale ; 

Diue fr Current bills, not ſpecified by the word banco, are 

bill generally paid according to the following proportion: 
1b in ſchillings of 6 ſtivers. . 

1% in dubleties of 2 ſtivers. 


1% in good ſilver. | 
Ditto ee Merchandize are paid with all kinds of Dutch ſil- 
dee. ver, e only in dubleties, and ; gold, leſs or more, 


or ſometimes none, according to agreement. 
The deno- \ From this expoſition of the matter, it is very evi- 
abe eee tent, that all theſe currencies muſt be of different 
bilver cur- intrinſic values, in proportion to their denomination ; 
"roportion. Otherwiſe, why all this trouble about regulating the 
ed to their proportion to be received in payments? This proceeds 
te. from two cauſes: firſt, from the wearing of the pieces; 
Cauſe of the ſecond, from the diſproportion of the fineneſs in 
pieces of the fame weight and denomination. | 
Regulations As to the firſt, to wit, the wearing of the coin, I 
the wee ſhall obſerve, that the three denominations of the 
ing offilver good ſilver, to wit, the 3 guilder pieces, the 30 ſti- 
pinks cur. VET pieces, and the 20 ſtiver pieces, are put up 
© rent. miſcuouſly in the ſame bags; being of the ſame 
neſs, and conſequently of the fame value, in propor- 
tion to their weight. Theſe bags contain 600 florins 
each, and the legal and full weight, with which they 
are weighed at the bank current of Rotterdam, is 2 
marcs 5 ounces and 10 engles. Now the exa 
weight of a florin, occording to the regulation, is, as 
we have ſaid, 200.21 aces fine; then the 600 florins 
ought to weigh 120126 aces fine, which at the ſtan- 
dard of 263 parts fine to-25-alloy, is 1 31 54.5 aces ſtan- 
dard: by this analogy, 263 : 120120: : 288: 131 545; 
winch is equal to 25 marcs 5 ounces 10 engles a! 
13 aces. So the weight at the bank is but 14 aces 
lighter than in ſtrictneſs it ought to be; which is ſo 
ſmall a difference, that it could hardly turn a ſcale 
with ſuch a weight ſuſpended in it : for hich reaſon, 
| I ſuppoſe 
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I ſuppoſe, it is left out, for the ſake of the even. rec- 
ing of 25 marcs g ounces. 


* 8 tr: 5 li aut 5 
Did theſe bags of ſilver coin come. up to the ful! 
weight, then the ſilver currency in Holland would be 


good as to thoſe pieces; but as the greateſt part of them 
are old, having been ſtruck with the hammer, and are of 
unequal weight, having been coined (al marra] in 


che old faſhion, v hen coin was weighed, by the marc, 


and not as at preſent piece by piece, it is impoſſi 
they ſhould be of legal weight: the bank, therefore, 
allows 2 ounces of remedy in receiving thole ſacs, 
that is, they put 2 ounces into the ſcale with the fac, 
and if they find that the fac is ſtill light, but that the 
deficiency does not exceed one ounce more than the 
remedy, they throw out the coin and reckon it over; 
and if the 4 be juſt, and that none of the pieces ap- 
pear to have been clipped, they receive it as if it 
were of due weight: if it prove above 3 ounces ſhort 
of the juſt weight, they do not receive it. 
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Here is a palpable abuſe, from a diſorder in the Al allow: 


coin. If a fac is ever fo little too light, why allow it light weight 


ſs, as if it were of due weight? Nothing is ſo areznabule, 


do 

— as to order ſuch deficiency to be made goed. by 
the deliverer. Weights are made for exaCtuels, and 
all remedies are aukward and incorrect. 

This allowance muſt open a door to malverſations 
in a country like Holland, where there is almoſt no 
milled ſilver coin. The old hammered money was 
not weighed at the mint, as has been ſaid, piece by 
piece: it was ſufficient that every mare of it anſwered 
to the legal denomination: under ſuch a regulation, 
it is very plain, that there muſt be many pieces above 
the legal weight, as well as many pieces below it. Is 
it to be ſuppoſed that money-jobbers will not profit of 
that inequality, by reducing the heavy pieces to their 
ſtandard weight, when by ſuch an action they cannot 
be convicted of any crime? This is one abuſe. 

By reducing the heavy pieces to their legal weight, 
the currency is degraded ; becauſe that which is taken 
from theſe ought to be left to compenſate what the 
light pieces fall ſhort. The bank, therefore, by giv- 
X 4 ing 
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ing the remedy, gives a kind of ſanction to this mal- 
verſation. N 
| Frauds of Further, if a money. jobber gets ſome ſacks above 
mover liel. the current weight, is it to be doubted but he will 
land. reduce them as near as he can to the loweſt weight 
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received at the bank ? And if he ſhould miſtake, and - 
reduce them too low, he has ſtill an expedient for 


cheating the public, which ſhall be mentioned preſently. 
The beſt - No let us ſuppoſe, that the ſpecie we are ſpeaking 
in H-lland Of is, upon an average, only 2 ounces per ſac below 
is, upon an the ſtandard, If it be no more, this circumſtance 
per cent. does great honour to the money-jobbers. Such a de- 
too licht. ficiency, however, amounts to within a mere trifle of 
1 per cent. Is not this an object of great importance, 
upon all the ſilver ſpecie of Holland, eſpecially as the 
remedy given by the current bank, is a tacit per- 
mithon given to every body who has addreſs, to rob 

ſo much from all the weighty coin ? 
Fromwhich Now let us, by the way, correct the former calcu- 
that che ac- la tion we made upon the proportion of the metals in 
cual prop” the Dutch coin. We ſaid above, that a marc of fine 
metals in gold in riders circulated for Fe 374, and that the ſame 
heir coin. weight of ſilver circulated for F. 25.592, which gave 
14479, for the proportion 1 to 14.62; but here we find that 
the marc of ſilver has loſt by fraud and wear 1 per cent. 
Now the marc of filver being 531 0 aces, if they 
have loſt 1 per cent. there will remain 5068.8 aces. 
If theſe 5068.8 aces, therefore, circulate for f. 25.571, 

the full marc muſt be worth in the coin J. 28.8 3. 


In order then to find the exact proportion of the 


lower than the laſt calculation makes it; for in that, 
we have ſearched for it with reſpect to the beſt ſilver 
ſpecie in Holland; whereas we ought in ſtrictneſs, to 
calculate the gold, againſt a mixture of ; of leſs — 

luable 


luable ſpecie, with ? of the good: but when compu- 
tations cannot be brought to perfect exactneſa, it is 
better not to attempt a calculation. , 128 
Before I leave the conſideration of the inequality in Ather 


abuſe in the 


the weight of the Dutch currency, I muſt take notice giver coin of 


of another circumſtance of conſiderable importance. Holland. 

Nopa ts made in ſilver, below f. 600, are ſub- 
ject to be weighed ; any more than what circulates 
without being put up in bags. What reſtraint, there- 
fore, is there laid upon money-jobbers, with reſpect 
to this part of the currency ? When theſe gentlemen 
have occaſion for money bagged up, they take care 
that ſuch ſpecie ſhall be of the proper weight to paſs 
at the current bank, and as for all that is light, they 
either employ it in payments below f. 600, or throw 
it into- the common circulation. This circumſtance 
preſents us then with two forts of filver currency 
in Holland; that which is bagged up, and weighty ; 
and that which is not, and light. | 

If we conſider the trade of Holland, and the prodi- 
gious quantity of payments made in current L 
we ſhall find the quantity of filver which circulates in 
looſe pieces very ſmall, in proportion. to that which 
is bagged up : the regulation therefore of weighing 
the baggs is of infinite importance; and were it not 
for that, the currency would be debaſed in a very 
ſhort time. But the caſhiers, who are the great de- 
poſitaries of this currency, being obliged to deliver 
the bags of the legal weight, they are thereby re- 


| ſtrained from tampering with it: and the bagging up, 


greatly preventing the wear, ſupports tolerably well 
the weight of this old currency of hammered money. 

To people who do not attend to all theſe circum- — 
ſtances, there appears a prodigious ſcarcity of ſilver ee 


currency in Holland, It is there as difficult to get ſcarcity in 


change for ducats, as it is in England to get change — 


for guineas; and yet, upon examination, we ſhall 

find, that the intrinſic value of the ſilver coin, com- 

monly given in exchange for the gold ſpecies, is far 

below the value of the gold. | 

| Here then is a paradoxical appearance to be re- A parador 
8 ſolved z ſolved. 155 
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Solution 
of it. 


preſent (1761) far below the weight of „, © 
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ſolved to wit, How it can happen, in. trading na- 


tions, ſuch as England and Holland, that in the ex- 


changing light ſilver coin for weighty. gold coin, peo- 
ple ould be ſo unwilling to part with the ſilver, al- 


though really of leſs value than the gold. 


This is the caſe in both countries: thus it happens 


in England, where there is ſo little filver currency; 


and the caſe is the ſame in Holland, where there is a 


vaſt deal. Let me therefore endeavour to account 
for theſe political phenomena. | 

Since the time I compoſed the former part of this 
inquiry into the principles of money and coins, I have 
found, by the trials I made in Holland upon the weight 
of the Engliſh filver currency, that ſhillings are at 

f a pound 

troy, which is what they ought to be, in arder to 
make 21 of them equal in value to a new guinea, ac- 
cording to the preſent proportion of the metals, It 
18 therefore: demanded, hi | 

Imo, How it comes about that ſuch ſhillings do 
not debaſe the value of the Engliſh ſtandard below 
that of the gold? 

240, Why are they ſo difficult to obtain, in cha 
even for new guineas, which are of more intrinks 
value every where? And, A 


3% Why money-jobbers are not always ready to 


give them in exchange for new guineas? 
Theſe appearances ſeem inconſiſtent with the prin, 
ciples above laid down; and a reaſon muſt be given 
why theſe principles do not operate their effect in this 
example, * 
1 anſwer, that circumſtances are infinite, and muſt 
conſtantly be attended to; and there are in the caſe 
before us ſeveral ſpecialities not to be overlooked , I 
ſhall therefore point them out, in my anfwers to the 
three queſtions, as they lie in order. | 
As to the firſt, I anſwer, that theſe ſhillingsare in 
ſo ſmall a quantity, in proportion to the gold ſpecies, 
that they cannot be employed in payments. Now it 


has been ſaid above, that exchange (in trade) regulates 


the value of the pound ſterling, and conſiders it as a 
determinate 
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determinate value, according to the combination of 
the intrinſic worth of all the ſeveral currencies, in 

on as payments are made in one or the other, Now 
(generally ſpeaking) no commercial obligations are 
acquitted in ſilver. I do not underſtand by the word 


payments, a few pounds ſterling ſent from farmers in 


the country, in payments of their rents to 
their — + nor what falls into the public offices, 
in the payment of taxes. It is trade alone, and the 
payment of bills of exchange between different coun- 
tries, which can aſcertain the true value of that cur- 
rency in which mereantile payments are made. Were 
theſe worn-out ſhillings in ſuch plenty as to allow 
bills of exchange to be acquitted m them, I make no 
doubt but they would fall below the value of the , 


of new guineas ; every one would be glad to diſpoſe of 


them for gruineas, at the rate of their currency ; and 
guineas, then, would be as difficult to be got for fil- 
ver, as ſilver is now to be had for guineas. This 
would bring the ſtandard ſtill lower than it is at pre- 
ſent; that is, below the value of the gold: but as 
| nts cannot be made in ſhillings, their currency 
cannot affect the ſtandard. ES 

The ſecond queſtion is, Why they ſhould be fo 
difficult to obtain in change for guineas, which are 
above their value? | 

I anſwer, that it is not the intrinſic worth of the 
light ſhillings which makes them valuable, and diffi- 
cult to be got; but the utility they are of in ſmall 
circulation, forces people to part with their guineas 
for a leſs valuable currency. Theſe ſhillings I conſider 
(now) as marks, not as material money, fitted to a 


ſtandard. Every body knows the difference between 


marks or counters, and ſpecie of intrinfic worth. The 
copper coin of moſt nations is marks, and paſſes cur- 
rent, although it does not contain the intrinſic value 


of the denomination it carries; nor ought it to be a 
legal tender in payments above a certain ſum. Such 


a regulation preſerves its uſefulneſs for ſmall circula- 
tion, and prevents it, at the fame time, from de- 
baſing the ſtandard, and involving in confuſion the 
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ſpeciſic currency (as T may call the gold and ſilver coins) 


when properly proportioned, and of juſt weight. 


But ſhillings in Eagland, although they be at pre- 
ſent in a manner no better than marks, becauſe of 


their lightneſs; yet in the eye of the law they continue 


to be lawful money, and a legal tender in payments. 
It is therefore of great conſequence that ſuch ſhillings 
be not in too great plenty. That would have been 
the caſe, had government come into the plan propoſed 
for the coinage of ſhillings below the ſtandard; ſuch 
ſhillings would have been coined abroad, and run in 
upon England, to the great detriment of the nation 
and although they had been proſcribed in payments, 
beyond a certain ſum, yet they would have been fo 
multiplied in ſmall payments, as to have furniſhed a 
means of buying, up the gold coin, and carrying it out 
of the country for an under-value. Whereas. the 
worn ſhillings do not produce that bad effect, from 
the ſcarcity of them, and from the impoſſibility of 
imitating them in foreign mints®. N 
* It is commonly believed that ſhillings are coined at Birming- 
bam, and that government winks. at the abuſe, becauſe of the 
eat ſcarcity of ſilver in England. I find no foundation for this 
lief, after the inquiry I have made. dee ee 

In the firſt place, Mr. Harris. who was the beſt aſſay- maker in 
Europe, told me, that a ** thoſe ſhillings had been ſent to the 
mint by the Lords of the Treaſury, to be tried by him: that he 
had found them to be Engliſh ſtandard, to the moſt ſcrupulous 
exaQneſs: that he did not believe any ſuch correct affay could 
be made, except at the mint: that all the N of the mint 
declared it was impoſſible to imitate a worn ſhilling, 

The trials | myſelf made were of a different nature. I exa- 
mined the ſhillings with a magnifying glaſs; and found almoſt. 
every one different in the impreſſion, as well as in the weight. In 
ſome the back-part of the head was worn, in others the face : 
none, in ſhort, were worn perfeQly alike. | 

I put a handful. of them into a coal fire ; and taking, them out 
when red-hot, and throwing them on the hearth, I plainly diſco- 
vered, on many of them, ſome part of the arms of Great Britain 
appearing in thecroſs upon the reverſe, ina different colour from the 
ground of the coin : in others indeed nothing could be ſeen: this was 
owing to the degree of wearing. How then can any dye ſtrike 
an impreſſion upon a coin, which anſwers all theſe appearances ? 

I communicated to Mr. Harris the trials I had made, and he 
was perſectly ſatisfied, upon the whole, that no old ſhilling had 
ever been counterfeited at Birmingham. : The 
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The anſwer to the third queſtion, viz. Why mo- 
ney-jobbers are not always ready to give old ſhillings 
for new guineas ? is eaſy, from what has been ſaid 
They cannot pick them up below the mean value of 
the currency ; becauſe of the great demand there is 
for them in exchange for guineas; therefore they can 
gain nothing by providing them for that purpoſe. 

It comes next in order, to ſolve a ſimilar phæno- 
menon in Holland, where there are great quantities 
of ſilver ſpecie, and yet one can hardly find change 
for aducat, except ina ſhop, where one has occaſion 
to buy ſomething, 

This myſtery is eaſily reſolved. The great quan- 
tities of ſilver in Holland conſiſt of what is put up in 
bags of due weight, according to the regulations 
mentioned above. This part of their currency is 
about 4 per cent. better, in intrinſic value, than du- 
cats at 5f. 5/8. tale for tale; which is a ſufficient 
reaſon not to part with it, in change for ducats at 
that rate. But beſides this bagged up bank ſpecie, 
. there are many other ſorts of old worn-out coin, of 

unequal weight and fineneſs. 

Theſe ſerve as marks for the ſmall circulation, and 
are not a legal tender in all payments, ſuch as fo- 
reign bills. What is the conſequence of this? Since 
this old ſpecie carries denominations above its value, 
when compared with the bagged-bank-filver coin, it 


ſerves to buy up this good ſilver, when it falls into 


circulation; that is, it ſerves to buy up, or to ex- 
change, florin pieces, which are, as I have ſaid, 4 per 
cent. better than ducats at 5f. 5%. Such good ſilver 
ieces are not very common in ordinary circulation; 
= as it frequently happens that people receive ſilver 
in ſacs, for their daily expence, who do not mind the 
difference of 3 per cent. when they pay in this good 
money, it circulates for a little time, until it falls 
into the hands of thoſe who know it, and bag it up 
again. Thus it happens in Holland, from the diſor- 
der of their coin, that you may be paid a million 
ſterling, if you pleaſe, in good filver coin; and yet 
you find difficulty to procure ſilver for a ducat, in the 
lighteſt, 
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for reckoning. The bad conſequences reſulting from 
this diſorder, have been taken notice of in the proper 
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"BOOK WW. 
OF CREDIT AND DEBTS. 
PART I. 


OF THE INTEREST OF MONEY. 


INTRODUCTION 


J COME now to inquire into the principles 'of 
credit ; a ſubject already introduced in the 24th 
chapter of the ſecond book, where I examined the na- 
ture of circulation, and pointed out the principles, 
which direct a ſtateſman when and how to retard or 
accelerate its activity, according as the political in- 
reſts of his people may require. 

In that chapter the obje& was, when and how either 
to extend or reſtrain the uſe of credit, according to po- 
litical circumſtances. The queſtion now comes to be, 
what that credit is; upon what it is founded ; what 
the various ſpecies of it are; what the methods of 
eſtabliſhing and extending it, while in its infancy and 
vigour ; how to ſuſtain it when overſtretched ; and 
laſt of all, how to let it fall as gently as poſlible, 


when by no human prudence it can be longer ſupported ? 
Many 
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Many political writers in treating of credit, re- 
preſent it as being of a very myſterious nature; owin 
its eſtabliſhment to a confidence not eaſily account 
for, and diſappearing from the ſlighteſt unfavourable 
circumſtances. | 

That credit, in its infancy, is of a very delicate 


nature, I willingly allow; as alſo that we have many 


examples which confirm the ſentiments of thoſe who 
believe it to contain, in itſelf, ſomething very myſte- 
rious : but this proves no more, than that, in ſuch 
caſes, credit (as I conſider it, and as it will appear 
really to be) has not been properly eſtabliſhed. The 
can of confidence has had nothing in it but opinion, 
and when this is the caſe, credit is but a ſhadow ; a 


thin vapour, which may be diſſipated by the ſmalleſt 
breath of wind. 


They all agree that credit is no more than confi- 
dence, but they do not examine how that confidence 
is to be eſtabliſhed on a ſolid foundation. 

The operations of credit are incompatible with the 


involved contracts of the law, and with the ſpirit of 
intricate land- ſecurities. The policy of ſuch contracts 


was analogous to the manners of the times which gave 
them birth. Trade is a late refinement, in moſt 
nations of Europe, and induſtry is ſtill a later: the 
beginnings of both are ſlow, imperceptible, and ob- 
ſcure. The inſtruments by which they are promoted, 
are the lower claſſes of a people; ſuch individuals 
appear to be of very ſmall conſequence; and yet it is 
by the accumulation of many ſmall things only, that 
this huge fabric is erected. | 

To eſtabliſh that credit, which is neceſſary for 
carrying on ſo great a work, a ſtateſman muſt lend 
his hand. He muſt give a validity to mercantile ob- 
ligations, which have no name 1n his law books : he 
muſt ſupport the weak againſt the ſtrong : he muſt 
reform the unwieldy procedure of courts of juſtice : 
he muſt facilitate the ſale of property : he muſt eſta- 
bliſh the credibility of merchants books regularly 
kept: he muit diſcourage frauds, and ſupport fair 


dealing, 
When 
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When ſuch a plan is once eſtabliſhed, confidence 
will find a baſis in the property of every individual 
who profits by it. When it is not eſtabliſhed, credit 
will appear like a meteor : intelligent and crafty men 
will avail themſelves. of it, and thereby dazzle the 
eyes of the public, with gilded ſchemes of opulence 
and proſperity : mankind will fly to induſtry, confi- 
dence will be eſtabliſhed ; but as there will be no 
method of determining the bounds of that confidence, 
the promoters of the ſcheme will profit of the deluſi- 
on: confidence will vaniſh; and the whole will ap- 
pear to have been a myſtery, adream. Is not this a repre- 
ſentation of many projects ſet on foot ſince the be- 
ginning of this ceptury ? What were the South Sea's 
and Miſſiſippi's, But an abuſe of confidence? Had 
ever the cauſe of confidence been examined into, 
would ever ſuch extravagant ideas have arrived at the 
height they did? 
Credit therefore muſt have a real, not an imaginary 
object to ſupport it; and although I allow that in all 
operations of mercantile credit, there muſt be ſome- 
thing left to chance and accident; yet that chance 
muſt bear a due proportion to the extraordinary pro- 
fits reaſonably to be expected from the undertaking. 
From this it appears, what an uſeful ſpeculation it 
is to inquire properly into the nature of credit; to 
deduce with accuracy the principles upon which it is 
founded; to baniſh myſtery from plain reaſon; to 
ſhew how every the moſt ſurprizing effect of credit, 


whether tending to the advantage, or to the hurt of 


ſociety, may eaſily be accounted for; and, which is 
the moſt uſeful of all, to point out how ſuch effects 
may be foreſeen, ſo as either to be improved or pre- 
vented. 

In going through ſo extenſive a ſubject, as a de- 
duction of the principles of credit, method is v 
neceſſary; and when a detail is long, ſubdiviſiors 
are very convenient. | have, upon this account, di- 
vided this book into four parts. | 

The firſt ſhall be ſet apart for deducing the prin- 

Vor. IL N. ciples 
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ciples which regulate the rate of - intereſt ; becauſe 


this is the baſis of the whole. 


"The fecond, for the principles of banking ; a 
which 1 ſhall have an opportunity to unfold che whole 
doctrine of domeſtic circulation. 

The third, for thoſe of exc 
well calculated for carrying on 


e which is equally 
oreign circulation; 


and as to what regards debts, and the borrowing of 


money, with all the. conſequences-which they draw 
along with them, theſe . objects will furniſh 
ample matter for 

The fourth and laſt part, which ſhall treat of the 
principles of public credit. 

Theſe premiſed, I proceed * the definition of 
credit. 


CHAP. I. 
What Credit is, and on what founded. |: 


*S REDIT is the rea/onable expeflation entertained 
H bim who fulfills his fide of any contraci, that the 
other contracting party will r e make good bis en- 
Nr | 

To illuſtrate this, we may ſay with the lawyers, that 
as all contracts may be reduced under one of the fol- 
lowing heads, Do ut des, do ut facias; facto ut des, fa 
cio ut facias; fo he who actually gives or performs his 
part, is the creditor, or the perſon who gives credit; 
and he who only promiſes to give or perform, is the 
debtor, or the perſon who receives it. 

Credit, therefore, is no more than a well eAablifhed 
confidence between men, in what relates to the ful- 
filling their engagements. This confidence muſt be 


ſupported by laws, and eſtabliſhed by manners. By 


laws, the execution of formal contracts may be en- 
forced : manners, alone, can introduce that entire 
confidence which is requiſite to form the ſpirit of a 

trading nation. 
Credit, in its infancy, muſt be ſupported by ſta- 
tutes, 


Dr 


SPY er 


— 
— 
+ 


327 sr 7 


Chap. L or POLITICAL OECONOMY. 

tutes, and enforced by penalties ; but when it is once 
well eſtabhſhed, every recourſe had to law, is found 
to wound the delicacy of its conſtitution. For this 
reaſon we fee, that in certain nations, the legiſlator 
wiſely excludes the ordinary courts of juſtice from 


extending their rigid Juriſdiction over mercantile en- 


gagements : they-leave to the prudence and good faith 
of men verſed in commerce, to -extricate the combi- 
nations which reſult from ſuch tranſactions; becauſe 
they are to be interpreted more according to the con- 
ſtant fluctuation of manners, than to the more perma- 
nent inſtitutions of poſitive law. 

The more the juriſdiction of the ſtateſman is unli- 
mited; or in other words, the leſs the power of any 
ſovereign 1s reſtrained, by the laws and conſtitution 
of the ſtate he governs, the more it behoves him to 
avoid every ſtep of adminiſtration which can make 
his authority be felt in caſes where credit is concerned. 
If he ſhould happen, for example, to be a debtor 
himſelf, he muſt take good care never to appear in any 
other light to his creditor, The moment he puts on 
the ſovereign, the ſame moment all confidence 1s loſt. 
For - theſe reaſons, we have hitherto had few exam- 
ples (I might perbaps have ſaid none at all) where 
credit has been found permanently ſolid, under a pure 
monarchy. F $ 
But we muſt obſerve, at the ſame time, that the 
ſtability. of credit is not incompatible with that form 
of government. At certain times, we have ſeen cre- 
dit make a ſurpriſing progreſs in France; and it has 
never ſuffered any check in that ſtate, but from acts 
of power, which I. think have proceeded more from 
inadvertency, and want of knowledge, than from a 
deſign of defrauding creditors. Theſe may be looked 
on as blunders in adminiſtration ; becauſe they have 
conſtantly diſappointed the purpoſe for which they 
were intended. Let me prove this by ſome examples. 

The arret of 21 May 1120, f & hich we ſhall give 
an account hereafter) deſtroyed in one day the whole 
fabric of credit, which had been erected in France 
during the courſe of * years; and which 1 ſo 
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ſhort a time had mounted to a height hardly credible. 


11 ſay, that in one day this inadvertent ſtep (for no 
real injury was intended) deſtroyed the credit of 


2,697,048,000 livres of bank notes, (above 120 mil- 
lions ſterling) and of 624,000 actions of the Eaſt India 
company, which (reckoned at 5000 livres apiece, the 
price at which the company had laſt fold them) 
amount to 43,120,000,000 livres, or above 140 mil- 
lions ſterling. Thus at one blow, and in one day, 
260 millions ſterling of paper currency, payable to 
bearers, was ſtruck out of the circulation of France; 
by an uſeleſs and inadvertent act of power, which 
ruined the nation, and withered the hand which ſtruck 
it: an event too little underſtood, and too little re- 
membered in that kingdom. oy Ive 
This plainly appears from their late conduct; for 
in the end of 1759, at a time when the credit of 
France was in ſo flouriſhing a ſituation as to have en- 
abled her to borrow, that very year, near 200 milli- 
ons of livres; and when there was a proſpect of being 
able to borrow, in the year following, a far greater 
ſum, the ſhutting up what they called their caiſſe 
d amortiſſement, for the ſake of with-holding 32 milli- 


ons of livres intereft due to the creditors, ſtruck all 


credit with foreigners dead in one inſtant. 

Theſe examples ſhew what fatal conſequences fol- 
low a misjudged exerciſe of power in matters of credit. 
On the other hand, the rapid progreſs of credit in 
France before the Miſſiſippi, and the ſtability of it from 
1726 to the year 19159, abundantly proves, that no- 
thing 1s more compatible than monarchy and confi- 
dence. All that is wanting is the eſtabliſhment of 


one maxim in government; to wit, that the King's power 


is never to extend ſo far, as to alter the ſmalleſt arti- 
cle of ſuch ſtipulations as have been made with thoſe 
who have lent money for the ſervice of the ſtate. 
Maxims in government bind the monarch and the legiſla- 
ture, as laws bind ſubjecis and ſubordinate magiſtrates : the 
one and the other ought to be held inviolable, fo far as 
they regard credit; or confidence will be precarious. 
What has ſupported the credit of Great * 
++ . — d 
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but the maxim conſtantly adhered to, that the public 


faith pledged to her creditors is to be inviolable? 


Does any one doubt, but the legiſlature of that na- 
tion may ſpunge out the public debts, with as much 
eaſe as a King of France? But in the one kingdom, 
the whole nation muſt be conſulted as to the propriety 
of ſuch a ſtep; in the other, it may be done at the 
inſtigation of a ſingle perſon, ignorant of the conſe- 
quences: but l hope to make it appear, before the 
concluſion of this book, that it is impoſſible to form 
a ſuppoſition, when a ſtate can be benefited by deli- 
berately departing, for one moment, from the faith 
of her engagements. A national bankruptcy” may 
(no doubt) happen, and become irreparable; but that 
muſt be when the ſtate is emerging from a ſignal cala- 
mity, after having been involved in ruin and confuſion. 

Confidence, then, is the ſoul and effence of credit, 
and in every modification of it, we ſhall conſtahtly 


find it built on that baſis ; but this confidence muſt 


have for its object a willingneſs and a capacity in the 
debtor to fulfil his obligations. 22 - 1955-200 125 
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E have already faid, that all obligations con- 

| tracted with a view to be performed in future 

time, conſiſt in doing or giving ſomething ; in cn 
deration of ſomething done, or gie. 
When actions only are ſtipulated in contraCts;»cre 
dit (in a ſtrict acceptation of the term) is little con- 
cerned; becauſe no adequate ſecurity can be given 
for performing an action: ſuch contracts ſtand wholly 
upon the willingneſs and capacity of alirg, which de- 
pend more upon the perſon than upon the faculties of 
the debtor. To ſupply that defect, we ſee penalties 
uſually ſtipulated inſuch caſes; which reduce thoſe con- 
tracts to an alternativeobligation of either doing or giving. 
Ko. We 
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We ſnall therefore throw out the conſideration of 
the firſt altogether, as being foreign to our purpoſe; 
and adhere to the latter, which is the true object of 
credit. Again, f 
In all obligations to give any particular thing, there 


is conſtantly implied an alternative alſo; to wit, either 


the thing ſtipulated, or the value (id quod intereft, ac- 
cording to the lawyers) this muſt be relative to mo- 
ney ; which is the common price of all things in 
commerce among men. | OO 
Thus we have brought credit to the object under 
which we are to conſider it, viz. the obligation to 
pay money, either for value received, or for ſome 
conſideration relative to the parties, which may be 
the juſt ground of a contract. Num 
Credit and debts are therefore inſeparable, and very 
properly come to be examined together in this book. 

When money is to be paid at a diſtant period of 


time, the obligation may either be, x. for one preciſe 


ſum ; or 2. for that ſum with intereſt, during the in- 


terval between contracting and fulfilling the obligation. 


The lending of money without intereſt, was very 


chmmon, before the introduction of trade and induſ- 


try. Ne then was conſidered as a barren ſtock, 
incapable of producing fruit; and whenever the quan- 
tity of it, in any country, exceeded the uſes of cir- 
culation, the remainder was locked up in treaſures. 
In that light, the exacting of intereſt for it appeared 
unreaſonable. 2 2 : 
Things are now changed: no money is ever locked 
up: and the regular payment of intereſt for it, when 
borrowed, is as eſſential to the obtaining of credit, as 
the confidence of being repaid the capital. Theſe pe- 
riodical payments are a conſtant corroboration of this 
confidence; ſo that it may be ſaid, with truth, that 
he who can give good ſecurity, to pay to perpetuity, 
aregular intereſt for money, will obtain credit for any 
fur, although it ſhould appear evident, that he never 
can be in a capacity to refund the capital. 5 5 
Tube reaſon of this may be gathered from the prin- 
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ciples alnady deduced, and from the plan of our 
modern oeconomy. 

We have ſaid in the ſecond book, hat the current 
money of a country is always in proportion to the trade, 
induſtry, conſumption, and alienation, which regu- 
larly takes place in it; and when it happens thar the 
money already in the country. is not ſufficient for car- 
rying on theſe purpoſes, a part of the ſolid property, 
equal to the deficiency, may be melted down (as we 
have called it) and made to circulate in paper. That ſo 
ſoon again as this paper augments beyond that propor- 
tion, a part of what was before in circulation, muſt re- 
turn upon the debtor in the paper, and be realized ane w. 

Now let us conſider what is underſtood by realized. 
By this term is meant, that the regorging paper or 
that quantity of currency which a nation poſſeſſes ovet 
and above what is neceſſary for its circulation, muſt 
be turned into ſome ſhape whereby'it may produce 
an income ; for it is now a maxim, that no thone i 
to be ſuffered to remain uſeleſs to the proprietor 

When this „ regorging paper then comes upon the deb- 
tor in it, if he ſhould pay the value of it in hard ſpecie, 
how would the — of the creditor be improved ? 

We ſuppoſe the credit of the paper equal to the 


credit of the coin within the country. We alſo fup- 


poſe that the paper has ſo — — in the hands of 
the bearer, that he can neither lend it, or purchaſe 
with it — property, within the coun- 
* —— rod uce an income; for if any way 
. i uf ully ean be found, this circumſtance 
proves that circulation is not, at that time, fully ſtock- 
ed; conſequently, the money does not regorge, But 
let us ſuppoſe that it does regorge ; then he muſt ei- 
ther oblige the debtor in the paper to pay in coin, and 
lock that up in his coffers, as was the caſe of old; or 
he muſt ſend his coin to other countries, where circh- 
lation is not fully ſtocked, and where an income may 
be bought with it. This conſtantly happens when 
circulation is either overſtocked, or when the quantity 
of it begins to diminiſh in a country. 
Let me next _— that in a country reaſonably 
Y 4 ſtocked 
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ſtocked with money, a ſudden demand for it, far be- 
yond the N rate of circulation, -ſhould occur: 
ſuppoſe a war to break out, which abſorbs, in a ſhort 
time, more money than, perhaps, all the coin in a 
nation can realize. The ſtate impoſes a tax, which, 
let me ſuppoſe, may produce a ſum equal to the in- 


tereſt of the money required. Is it not very certain, 


that ſuch perſons who found a difficulty in placing their 
regorging capitals, will be better pleaſed to purchaſe 
a part of this annual intereſt, than to lend it to any 
perſon who might pay it back in aſhort time; by which 
repayment the lender would again be thrown into the 
ſame inconvenience as before, of finding a proper out- 
let for it? This 1s a way of realizing ſuperfluous mo- 
ney, more effectual than turning it into gold or ſilver. 
When I ſpeak, therefore, of realizing paper money, 

I underſtand either the converting it into gold and 
ſilver, which is the money of the world; or the 
lacing of it in ſuch a way as to produce a perpetual 
End of annual intereſt, cr. uad 3 
Were public borrowing, therefore, to work the 
effect of bringing the money in circulation below the 
proportion required for carrying on alienation, then 
an obligation to repay the capital would be neceſſary, 
and complaints would be heard againſt the ſtate for 
not paying off their debts; becauſe thereby the pro- 
greſs of induſtry would be prevented. But when the 
operations of credit are allowed to introduce a me- 
thod of creating money anew, in proportion to the 
demand of induſtry, then the ſtate has no occaſion to 
pay back capitals; and the public creditors enjoy far 
better conditions in their annual income, than if the 
capitals were refunded, 7215 
Let me illuſtrate this by an example. | 
We muſt take it for granted, that in every nation 

in Europe, there is a ſum in circulation equal to the 
alienation which goes on actually at the time. We 
muſt alſo take it for granted, that the amount of all 
debts whatſoever, public and private, paying intereſt 
to the claſs of creditors, is a. very great ſum: now let 
us ſuppoſe, that the claſs of debtors ſhould be enabled 
| | (no 
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(no matter wad what means) to pay off what der owe, 
in coin; would not, by the ſuppoſition, a ſum nearly 
equal to that coin immediately fall into ſtagnation, 
and would it not be impoſſible to draw any income 
from it? This was exactly the caſe of old. The coin 
far exceeded the uſes of circulation, and ſtagnated in 
treaſures, - Wars brought it out becauſe then circu- 
lation augmented ; peace again cutting off theſe ex- 
traordinary demands, the coin agen again, and 
returned to the treaſures. | 

What is the caſe at vreſent? | 

Money and coin are never found to ſurpaſs the uſes 
of circulation in commercial countries. When war 
comes, which demands an extraordinary ſupply, re- 
courſe is had to borrowing upon intereſt ; not to trea- 
ſures: and the defire of purchaſing this intereſt, which 
we call an annuity, draws: treaſures: even from the 
enemies of thoſe nations who have the beſt credit. 
Again, at the end of a war, in place of an empty 
treaſure, as was the caſe of old, we find a huge ſum 
of public debts. As oeconomy filled the treaſury then, 
ſo oeconomy muſt pay off the debts now. 

From what has been faid, it plainly appears, that 
intereſt is now become fo abſolutely eſſential to credit, 
that it may be conſidered as the principal requiſite, 
and baſis on which the whole fabric. ſtands: we ſhall 
therefore begin by examimng the origin and nature 
of intereſt,” and alſo the principles which influence ww. 5 
rate, and Op the fluctuations . N „ 


4 + G 
CHAP. in 
Of the Intereſt of Money. 


SHA LL leave i it to divines and caſuiſts to deter- 
mine how far the exacting of intereſt for money is 

lawful, according to the principles of our religion. 
The Jews, by the laws of Moſes, were forbid to 
lend at intereſt to their brethren, but it was ee 
to lend to ſtrangers. Deut. chap. xxili. ver. 1 
his 
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This was one of the wi ſeſt political inſtitutions to be met 
with in ſo remote antiquity, as we ſhall hereafter —— 

In the primitive ages of chriſtianity, the lending at 

intereſt was certainly reputed to be unlawful on moſt 
occaſions. That ſpirit of charity, 20 all who'were in 
wars, was ſo warped in with the doctrine of our reli- 
gion, that a borrower was conſtantly conſidered to be 
in that ſituation. Trade was little known; trading 
men were generally ill looked upon; and thoſe who 
deviated ſo far from the ſpirit of the times, as to 
think of accumulating wealth by the uſe of their mo- 
ney, commonly degenerated into uſurers. 
In the middle centuries, when a miſtaken zeal ani- 
mated chriſtianity with a moſt ungodly thirſt for the 
blood of infidels, the Jews were, in every nation in 
Europe, almoft the only money lenders. This cir- 
cumfſtance ſtill more engaged the church to dart her 
thunder againſt this practice; and the loan upon inte- 
reſt never took root among chriſtians, until a ſpirit of 
trade and induſtry ſprung up in Italy in the time of 
the Lombards, and ſpread itſelf through the changed 
of the Hans-towns over ſeveral nations. 

Then the church began to open her eyes, and * 
the expediency of introducing many modifications, to 
limit the general anathema againſt the whole claſs of 
money lenders. At one time it was declared lawful 
to lend at intereſt, when the capital ſhared any riſque 
in the hands of the borrower ; at another, it was found 
allowable; when the capital was not demandable 
from the debtor, while he paid the intereſt : again, 
It was permitted, when the debtor was declared by 
ſentence of a judge, to be in mora in acquitting his 
obligation : at laſt, it was permitted on bills of ex- 
change. In ſhort, in moſt Roman catholic countries, 
intereſt 1s now permitted in every caſe almoſt, except 
in obligations bearing a ſtipulation of intereſt for ſums 
demandable at any time after the term of payment ; 
and it is as yet no where conſidered as eſſential toloan, 
6r demandable upon — _— on demand. 


Expediency and th ſociety (politi 
6 are the — rule for judging, when th 
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loan upon intereſt ſhould be permitted, when forbid! 


| While people borrowed only in order to procure a 


circulating equivalent for providing their neceſſaries, 
until they could have time to diſpoſe of their effects; 
and while there was ſeldom any certain profit to be 
made by the uſe of the money bortowed, by turning 
it into trade, it was very natural to conſider the lender 
in an unfavourable light; becauſe it was ſuppoſed that 
the money, if not lent, muſt have remained locked 
up in his coffers. But at preſent, when we ſee © 
many people employed in providing ſtores of neceſſa- 
ries for others, which, without — could not be 
done; forbidding the loan upon intereſt, has the effect 
of locking up the very inſtrument (money) which is 
n for ſupplying the wants of the ſociety. Fhe 
loan, therefore, upon intereſt, as focrety 'now' Bands 
compoſed; is eſtabliſhed, .not in favour" of the lenders, 
but of the whole community; and taking the matter 
in this light; no one, I ſuppoſe, ill pretend that what 
is beneficial to a whole ſociety ſhould be forbid, be- 
cauſeof its being proportionably advantageous to ſome 
particular members of it. " ; 
If it de chen allowed, that the loan upon intereſt is 
a good political inſtitution, relative to the preſent ſitu- 
ation of European ſocieties, the next queſtion is, to 
determine a proper ſtandard for it, ſo as to avoid the 
of uſurers, on one hand, and on the other; 
to allow ſuch a reaſonable profit to the lender, as may 
engage him to throw his money into circulation for 
the common advantage. eg e, 
This queſtion leads us directly to the examination 
of the principles which regulate the rate of intereſt; 
and if we can diſcover a certain rule, ariſing from the 
nature of things, and from the prineiples of com- 
merce, which may direct a ſtateſman how eſtabliſh 
a proper regulation in that matter, we may decide 


with certainty ee the exact limits between 
ury, exacted by & Vicious ſet 
of men, who profit of the diſtreſs of individuals; wh 


that reaſonable equivalent which men have a right * 
expect for the uſe of their money, lent for carryi 
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the circulation of trade, and the employment of the 
lower claſſes of a people, who muſt ba Þ by: their 
ory or labour, | 


— 


* 
— 


CHAP. . 
Of the Principles which ee the Rate of Intereft. 


E muſt now recal to mind the principles of 

demand and competition, fo fully deduced in 
the ſecond book, in order to anſwer the en 
queſtion, viz. 

What is the principle which regulates, at all times, 
the juſt and adequate rate of intereſt tor _— 
in any particular ſtate? 

I anſwer, That at all times, there is in every ſtate 
a certain number of perſons. who have occaſion to 
borrow money, and a certain number of perſons who 
defire to lend: there is alſo a certain ſum of _— 
demanded by the borrowers, and a certain ſum 
fered to be lent. The borrowers deſire to fix the 
intereſt as low. as they can; the lenders ſeek, from 
a like principle of ſelf-intereſt, to carry the rate of 
it as high as bey can. 

From this combination of intereſts ariſes a double 
competition, which fluctuates between the two parties. 
If more is demanded to be borrowed, than there is 
found to be lent, the competition will take place a- 
mong the borrowers. Such among them who. have 


the moſt preſſing occaſion for money, will offer the 


higheſt intereſt, and will be preferred. If, on the 
contrary, the money to be lent exceeds the "demand 
of the borowers, the competition will be upon the 
other ſide; Such of the lenders, who have the moſt 
preſling —— to draw an intereſt for their money, 
will offer it at the loweſt intereſt, and this offer will 
be accepted of. 


I need not launch out into a repetition of what has 
been ſaid concerning the, influence of double com- 


petition, in 8 the price of commodities: I — 
po 
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pu thoſe principles underſtood, and well retained, 
y thoſe who read this chapter; and confine myſelf 

here to what is peculiar to the demand for money. 

The price of commodities is extremely fluctuat- 
ing: they are all calculated for particular uſes; 
money ſerves every purpoſe. Commodities, though 
of the ſame kind, differ in goodneſs : money is all, or 
ought to be all of the ſame value, relative to its de- 
nominations. Hence the price of money (which is what 
we expreſs by the term intergt) is ſuſceptible of a 
far greater ſtability and uniformity, than the price 
of any other thing. 

We have ſhewn in the 28th chapter of the ſecond 
book, in examining the principles which regulate 
the prices of ſubſiſtence, that the only thing which 
can fix a ſtandard there, is frequent and familiar 
alienation. The ſame holds true of money. Were 
we to ſuppoſe a ſtate, where borrowing and lending 
are not common, and where the laws fix no determi- 
nate intereſt for money, it would hardly be poſſible to 
pg the rate of it at any time. This was the caſe 
of old. | 

Before the reign of Henry VIII. of England, anno 
1545, there was no ſtatute regulating the rate of in- 
tereſt in that kingdom. The reaſon is very plain. In 
thoſe days there was little circulation, and the bor- 
rowing upon intereſt was conſidered as a mortal fin. ' 
The conſequence of this was, that uſurers, having 
nothing but conſcience to reſtrain them, carried the 
price of their money to a level with the preſſing 
occaſion of ſpendthrifts, while others, from friendſhip, 
lent for no intereſt at all. Henry fixed the rate of 
intereſt at 10 per cent. and his cotemporary, Francis 
I. of France, anno 1522, (who was the firſt who bor- 
rowed money in a regular manner upon the town- 
houſe of Paris) fixed the intereſt at the 12th penny, 
that is, at $7 per cent. | | 

In thoſe days, it was impoſſible for a ſtateſman to 
determine any juſt rate for intereſt; and according- 
ly we find hiſtory filled with the extortion of uſurers, 
on one hand, and the violence and injuftice of 3 
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and miniſters towards thoſe who had lent them. money, 
on the other: was it then any wonder, that lending 
at intereſt,was univerſally cried out againſt? It really 


produced. very little good, and was the cauſe of ma- 


nifold calamities to a ſtate; When the Prince bor- 


 Towed, it was when in the moſt urgent diſtreſs: thoſe 


who lent to him, foreſaw.the danger of being plun- 
dered if they refuſed, and of being defrauded as 
ſoon as the public diſtreſs was over: for this reaſon 
they exacted the moſt exorbitant intereſt : the con- 
ſequence was, that the people were loaded with the 


moſt grievous taxes, and the tax- gatherers were the 
Prince's creditors, to whom fuch taxes were aſſigned. 


In our days, trade, induſtry, and a call for money 
for ſuch purpoſes, enable the borrower to enrich him- 
ſelf, to ſupply the wants of the ſtate, and to pay his 
intereſt regularly. 2 

If we compare the two ſituations, we ſhall find 
every diſadvantage attending the former, and every 
advantage connected with the latter, 

Without good faith there is no credit; without 
credit there 1s no borrowing of money, no trade, no 
induſtry, no circulation, no bread for the lower claſ- 
ſes, no luxury, not even the conveniencies of life, for 
the rich. Under theſe circumſtances, there can be 
no rule for the rate of intereſt ; becauſe borrowing 
cannot be frequent and familiar. | 

In proportion, therefore, as borrowing becomes 
frequent and familiar, the rule for fixing the rate of 
a legal intereſt becomes more practicable to a ſtateſ- 
man: Let me take a ſtep further. 

We have ſaid, that it is the fluctuation of the dou- 
ble competition between borrowers and lenders, which 
occaſions the riſe and fall of the rate of intereſt; I 
muſt now point out the principles which occaſion 
this fluctuation, | | . 

Were the intereſts of trade and induſtry ſo exact- 
ly eſtabliſhed, as to produce the ſame profit on every 
branch, the money borrowed for carrying them on, 
would naturally be taken at the ſame rate; but 
this is not the caſe ; ſome branches men, 
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leſs profit. In proportion, therefore, to the advan- 
tages to be reaped from borrowed money, the bor- 
rowers offer more or leſs for the uſe of it. 
Beſides the claſs of men who borrow in order to pro- 
fit by the loan, there is another claſs, who borrow 
in order to diſſipate. The firſt claſs never can offer an 
intereſt which exceeds the proportion of their gains: 
the ſecond claſs, finding nothing but want of credit 
to limit their expence, become a prey to uſurers. 
Were it not then upon account of theſe laſt, there 
would be, no occaſion. for a ſtatute to regulate 
the rate of intereſt, The profits on trade would 
ſtrike an average among the induſtrious claſſes; 
and that average would fall and riſe, in proportion 
to the flouriſhing or decay of commerce. 0 
Let us next examine the principles which prevent 
the monied men from committing extortions, and 
which oblige them to lend their money for that rate 
of intereſt which is in proportion to ha profits up- 
on trade and induſtry. h , 
In every country there is found a ſum of money 
_ (that is, of circulating value, no matter whether coin 
or paper) proportioned to the trade and induſtry of it. 
How this ſum is determined, and how it is made to 
augment and diminiſh in proportion to induſtry, we 
have already explained in the 26th chapter of the 
ſecond book: we are now to examine ſome of the con- 
ſequences which reſult from the accidental ſtagnation 
of any part of it to the prejudice of alienation, and 
we muſt ſhew how the loan upon intereſt is the means 
of throwing it again into circulation, | 
There are in every ſtate ſome who ſpend more, and 
ſome who ſpend leſs than their income. What is not 
ſpent muſt ſtagnate; or be lent to thole who 
ſpend more than the produce of their own funds. 
Were the firſt claſs found fo to preponderate, as to 
require more money to borrow than all that is to be 
lent, the conſequence. would be, to prevent the bor- 
rowing of merchants; to raiſe intereſt ſo high as 
to extinguiſh trade; and to deſtroy induſtry ; and 
theſe refources coming to fail, foreign commodities 


would 


328 


a> 
*- «FM *) of 
" < th 
* 


Ax INQUIRY iv ro TH PRINCIPLES Bock IV. 


vould be brought in, while exportation would be ſtopt. 


money would diſappear, and all would fall into decay. 

This, I believe, is a caſe which ſeldom happens; 
becauſe the riſe of intereſt (as ſtates are now inform- 
ed) has ſo much the effect of depreciating the value 
of every ſpecies of ſolid property, that ſpendthrifts 
are quickly ſtripped of them, by the growing accumu- 


ations of that canker worm, intereſt ; their ruin terri- 


fies many from following fo hurtful an example, and 
their property falling into the hands of the other 
claſs, who ſpend leſs than their income; theſe new 
poſſeſſors introduce, by their example, a more fru- 
gal ſet of manners. This may be the caſe in coun- 
tries where trade and induſtry have been introduced ; 
and where the operations of credit have been able 


to draw a large quantity of ſolid property into cir- 


culation, according to the principles deduced in the 
chapter above referred to. But in nations of idle- 
neſs, who circulate their coin only, and who are de- 
prived of the reſource of credit, fich. intereſt pre- 
vents them from emerging out of their ſloth; the 
little trade they have, continues to produce great 
profits, which are incompatible with foreign com- 
merce: this may, indeed, make the coin they have 
circulate for home conſumption, but can bring nothing 
from abroad. 

On the other hand, when trade and induſtry flou- 
riſh, and a monied intereſt is formed, in conſequence 


of melting down of ſolid property, and till more 


when a ſtate comes to contract great debts were the 
money-lenders to attempt to raiſe the rate of intereſt 
to the ſtandard of the ſpendthrift, the demands of 
trade, &c. would ſoon be cut off: the ſtagnation 
would then ſwell fo faſt in their hands, that it would 
in a manner choak them, and in a little time intereſt 
would fall to nothing. Whereas by contenting them- 
ſelves with the ſtandard of trade, the largeſt ſup- 
plies (provided for the borrowers) eaſily find a vent, 
without raiſing the rate of intereſt ſo high as to be 
hurtful to any intereſt within the ſtate. 
Add to this, that the advantage of realizing, into 
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lands, ſo unſtable a property as money, muſt natu- 
rally throw the proprietors of it into a competition 
for the lands which diſſipation brings to market; and 
ſo by railing the value of theſe, they, with their own 
hands, defeat the conſequences of the diſſipation of 
ſpendthrifts, and hurt their own intereſt, to wit, the 
riſe of the price of money. From a combination of 
theſe circumſtances, lenders become obliged to part 


with their money at that rate of intereſt which is the 


moſt conſiſtent with the good of commerce. 
We have hitherto preſerved our combinations as 


ſimple as poſſible. We have ſuggeſted no extrinſic 


obſtacle to borrowing and lending. If money is to be 
lent, and if people are found . who incline to borrow, 


we have taken it for granted, that circulation will go 


on; and that the ſtagnations in the hands of the len- 
ders, will find a ready vent by the diſſipation of the 
other claſs: we muſt now take a ſtep further. 

The ſpendthrifts muſt have credit; that is, they 
muſt have it in their power to repay with intereſt what 
they have borrowed: any impediment to credit, has 
the effect of either diminiſhing the demand for money, 


and conſequently of lowering the rate of intereſt, or 


of introducing, unlawful uſury. If we ſuppoſe the 
rate of intereſt well determined, and uſury prevented 
by a regular execution of good laws, it is 7 cer- 
tain, that a ſtateſman by hurting the credit of extra- 
vagant people, will keep the rate of intereſt within due 
bounds. 

If, therefore, we find the laws of any country, in 
our days, defective in eſtabliſhing a facility in ſecu- 
ring money on ſolid property, while the rate of in- 
tereſt ſtands higher than is conſiſtent with the good 
of trade, and with public credit; we ſhould be ſlow 
in finding fault with ſuch a defect. The motives of 
ſtateſmen lie very deep; and they are not always at 
liberty to explain them. An example of ſuch clogs 
upon credit are entails, upon lands, and the want of 
proper regiſters for mortgages. n 

Did the diſſipation of landed men tend to promote 
foreign trade, ſuch clogs would be pernicious : but if 
n 1 | the 
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the tendency be to promote domeftic luxury only, and 
thereby raiſe the price of labour and induſtry, the cafe 
is widely different. This obſervation is only by the 
bye. Our object at preſent extends no further, than 
to point out, that the diſſipation of landed men, and 
the credit they have to borrow money, influences, not 
a little, the rate of intereſt in every modern ſtate. 

Theſe are the general principles which, arifing 
from things themfelves, without the interpoſition of 2 
ſtateſman, tend to regulate the rate of intereſt in com- 
mercial nations. 


—___ 


CLAP 6 


Of the Regulation of Intereft by Statute. 


ROM the principles deduced in the preceding 
chapter, we have ſeen how, without the aid of 
any law, the intereſt of money, in a trading nation, 
becomes determined, from natural cauſes, and from 
the irreſiſtible effects of competition. 

But as there is no country in the world fo entirely 
given to commerce, as not to contain great numbers 


— 


of people, who are r, unacquainted with it, a re- 


gulation becomes neceſſary to reſtrain, on one hand, 
the frenzy of thoſe, who, liſtening to nothing but the 
violence of their paſſions, are willing to procure mo- 
ney at any rate for the 3 of them, let the 
political conſequences of their diſſipation prove ever 
ſo hurtful; and on the other, to protect thoſe who, 
from neceſſity, may be obliged to ſubmit to the heavy 
oppreſſion of their uſurious creditors. 


Laws reſtraining uſury, ate directly calculated for the 


ſake of thoſe two claſſes, not engaged in commerce, 
and indirectly calculated for commerce itſelf ; which 
otherwiſe might receive a wound through their ſides. 

In entering upon the ſubject mentioned in the title 
of this chapter, I think we may agree in this, that 
hitherto all regulations made concerning intereſt, have 
been calculated either for bringing it down, or for 

prevent- 
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preventing its riſe. The diſtreſs which may come 
upon a ſtate, by its falling too low, is a phænomenon 
which has not yet manifeſted itſelf in any modern 
ſtate, by any ſymptom I can at preſent recollect. 

Now if it be true, as 1 think it has been proved 
that the operations of demand and competition work ir- 


reſiſtible effects in determining the rate of intereſt in 


commercial ſtates; the ſtateſman who 1s about to make 
a regulation, muſt keep theſe principles conſtantly in his 
e 


If we examine the writings of thoſe who have treat- 
ed of this ſubject with intelligence (among whom, I 
think, Child has a right to ſtand in the foremoſt rank) 
we ſhall find very little attention beſtowed upon that 
moſt neceſſary and ruling principle. 

He lays it down as an axiom, that low intereſt is 
the ſoul of trade, in which he is certainly right ; but 


he ſeems to think, that it is inthe power of a legiſlature, 


by flatute, to bring intereſt down to that level which is moſt 
advantageous to trade; and in this I differ from him. I 
muſt do him the juſtice to ſay, that he no where di- 
rectly affirms that propoſition ; but by ſuggeſting none 
of the inconveniences which may follow an arbitrary 
reduction of —_— by ſtatute, he —_— his reader 
at liberty to ſuppoſe, that the lowering of it 1s ſolely 
in the —— of a ſtateſman. l 

It is very plain, from the hiſtory he has given us 


of the ſucceſſiye rates of intereſt in England, from 10 


to 6 per cent. that without the interpoſition of ſta- 
tures, ſuch diminutions would not, in that period, have 
taken place, from the principle of competition: but 
I am not fo clear that, at this time, when trade is fo 
well underſtood, and credit ſo generally eſtabliſhed 
in many nations of Europe, that a like adminiſtration 
would work effects equally advantageous. 

It is with 
Child upon this ſubject; and I find a ſenſible ſatisfac- 
tion in perceiving that my principles bring me fo very 


near. to his ſentiments on this matter. 
The ſtrong arguments in favour of Child's opinion, 
are grounded 3 He fays, that when intereſt 
| 2 was 


great diffidence I prefume to differ from 
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was brought down by ſtatute, anno 1625, from 10 to 
8 per cent, that in place of producing any bad effect, 
it had that of bringing it ſtill lower 1mmediately af- 
terwards; and the ſame thing happened, anno 1650, 
when it was reduced a ſecond time by ſtatute, from 
8 to 6 per cent. at which rate it ſtood at the time he 
wrote. Theſe faQts I give credit to, and ſhall now 
account for them, from the conſequences of ſudden 
revolutions. 

When a law is made for the reduction of intereſt, 
all debtors immediately profit by it. Upon this, the 
creditors muſt either ſubmit, or call in their capitals. 
If they ſubmit, land immediately riſes in its value, If 
they call in their capitals, they muſt have an outlet 


for lending them out again, beyond the limits of the 


juriſdiction of the legiſlature. Now this outlet was 
not then to be found; becauſe credit was no where 
well eſtabliſhed, except in Holland, where intereſt 
was ſtill lower, | 

They were, therefore, obliged to ſubmit, and thus 
intereſt was violently brought down by ſtatute ; and 
a great advantage reſulted from it to the commercial 
intereſts of England. 

The ſubſequent fall of intereſt, in the natural way, 
is thus eaſily accounted for. 

The conſequence of lowering the intereſt, was, that 
the price of land roſe ſeveral years in purchaſe : the 
landed men, who had long groaned under the heavy 
intereſt of 10 per cent. finding their lands riſe from 12 
years purchaſe to 15, upon reducing the intereſt to 8 
per cent. fold off part of their lands, and cleared them- 
ſelves. The natural conſequence of this was, to make 
money regorge in the hands of the monied men; to 
diminiſh the number of borrowers ; and conſequently, 
to bring the rate of intereſt ſtil] lower. | 

One ſudden revolution produces another. When 
intereſt is brought down by ſtatute, the price of land 
muſt riſe by a jerk; and landed men will ſuddenly 
profit of the change in their favour. When it falls 


geatly, by natural revolutions in the ſtate of demand, 


the effects are more inſenſible ; the ſharper ſighted only 


profit 
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profit of it; others, from expectation of a ſtill greater 


riſe in the price of their lands, neglect to fell in the 


proper point of time; and may perhaps be diſap- 
pointed from a new fluctuation in favour of money. 
This is at preſent actually the caſe in Great Britain, 
ſince the peace of 1962. I write in 1764. 

Theſe facts ſpeak ſtrongly in favour of Child's opi- 
nion, that it is expedient to have recourſe directly to 
the ſtatute, whenever there is a proſpect of advancing 
the intereſts of trade by a reduction of intereſt, 

It is impoſlible to reply to matters of fact: all, 


therefore, I have to allege in favour of my own opi- 


nion, is, that it is more conſiſtent with the very prin- 
ciples in which both Child and I agree; it implies no 
ſudden revolution, and will, in a ſhort time, operate 
the ſame effect. | | 

The method of proceeding, according to my prin- 
ciples, 1s ſhortly this. 

Since it is agreed on all hands, that low intereſt is 
the foul of trade, and the firmeſt baſis of public cre- 
dit; that it riſes in proportion to the demand of bor- 
rowers, and ſinks in proportion as money is made to 
bega in the hands of the monied intereſt; 

he ſtateſman ſhould ſet out by ſuch ſteps of ad- 


miniſtration as will diſcourage borrowing, in thoſe 


who employ their money in prodigality and diſſipati- 


on, as far as may be conſiſtent with the intereſt of 
the lower claſſes employed in ſupplying home con- 
ſumption, according to the principles laid down in 
the ſecond book. He ſhould abſtain from borrowing 
himſelf, and even from creating new outlets for mo- 
ney, except from the moſt cogent motives. By this 
he will, 1n a ſhort time, gently reduce the rate of in- 


tereſt, Then by ſtatute he may bring it down a little, 


but not fo very low as the foregoing operations may 
have reduced it; contenting himſelf with having fur- 
ther reſtricted the extent of the ordinary fluctuations. 
As for example: let us ſuppoſe intereſt limited by 
law to 5 per cent. and that by good management the 
ſtate may be enabled to borrow ealily at 3 per cent. 
believe there would reſult a notable advantage, in 
| 2 3 reducing 
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reducing the legal rate to 4 per cent. and were it 
brought down to 3 per cent. there might follow a very 

eat inconvenience to landed men, in caſe a war 
ſhould ſuddenly occaſion a revolution in favour of money, 

The difference then between Child and me, is, that 
I am more ſcrupulous than he, in introducing reſtraint 
into political oeconomy, and my only reaſon againſt 
applying the ſtatute, as he propoſes, is for fear of the 
immediate bad effects which might follow (in many 
ways impoſſible to be foreſeen) upon a ſudden and 
violent revolution, in a point ſo exceflively delicate as 
public credit. 2, 

In his days, credit was not fo well eſtabliſhed, nor 
was it ſtretched as at preſent ; it was more accuſtomed 
to violent ſhocks, and could bear a rougher treat- 
ment. But in order to come the better to a thorough 
knowledge of this matter, let us examine into what 
might be the conſequence, if Great Britain ſhould, at 
this-time, bring down, by ſtatute, the rate of intereſt 
below the level f the flocks,” which I take to be the beſt 
rule of determining the preſent value of money ; and 
this is alſo the beſt method of examining the expedi- 
ency of Child's method of reducing intereſt, under the 
preſent combination of all our political circumſtances, 
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CHAT Vi. 


What would be the Conſequence of reducing, by a Britiſh 
Statute, the legal Intereſt of Money * the preſent 
level of the Stocks. 


HEN Great Britain borrows money upon the 
public faith, the rate of intereſt is always 
ſtipulated, and theſe ſtipulations muſt be religio 
fulfilled, or credit will be at an end. 

The regulations then propoſed to be made, muſt 
only refer to contracts of loan entered into by private 
parties, 

The current value of money, I think, is beſt to be 
determined by the price of Rooks If a 4 per _ 
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ſells at par, money may be ſaid to be then at 
cent. If he ſame ſtock falls to 89, then the tt 


of money riſes to near 43: if the ſame ſtock riſes to 
114, then the value of money falls to about 31; and 
ſo in proportion. | 
According, therefore, as ſtock is found to riſe, the 
price of money falls, and vice ver/a. | 
Suppoſe, then, the price of money to be at 4 per 
cent. and that government ſhould paſs a law, forbid- 
ding any man tolend at above g per cent. what would 
be the conſequence ? This is exactly the expedient 
propoſed by Child : money then was at 6 per cent. and 
he propoſes, by a law, to bring it, all at once, to 4, 
without alledging that — was then commonly 
got by private convention at fo low à rate. | 
Would not the confequence be, that the credi- 
tors of private people would demand their money, in 
order to get 4 per cent. in buying ſtock, and would 
not this additional demand for ſtocks make them riſe ? 
I anſwer in the affirmative, unleſs money could be 
employed abroad, ſo as to produce at leaſt 4 per cent. 
to the lenders, free of all charge of commiſſion, &c. 
If it could not, I have little doubt, but that money 
would ſoon fall to the legal intereſt of 3 per cent. land 
would riſe to 40 years purchaſe; and landed men would 
profit of the riſe, as Child ſays was the caſe in his 
time. The whole inconvenience would be limited to 
the immediate effects of the ſudden revolution; which 
would occaſion ſo great a run upon the landed in- 
tereſt, as to reduce them to an utter incapacity of an- 
ſwering it. This might be, in ſome mealure, prevent- 
ed, by a clauſe in the act, allowing a certain time for 
the liquidation of their debts. But who will pretend 
to foretel the immediate conſequences of ſo great a 
ſtagnation of credit, and borrowing on land ſecurity ? 
The purſes of all monied people, would, for fome 
time at leaſt, be faſt ſhut againſt their demand. 
What a ſhock again, would this be to all inland trade, 
what a diſcouragement to all the manufacturing inte- 
reſt, what diſtreſs upon all creditors for accounts fur- 


| iſhed, and upon thoſe 8 ſupply daily wants! I 
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think, even ſuppoſing that in a year or two, the firſt 
effects might come to diſappear, and a notable ad- 
vantage reſult, in the main, to the commercial inte- 
reſt — Great Britain, yet the diſtreſs in the interval 
might prove ſo hurtful, as to render it quite intolera- 
ble. The common people who live by the. luxury 
of the rich, 1n the city of London, ard who are con- 
ſtantly acted upon by the immediate feelings of pre- 
ſent inconveniencies, might loſe all patience ; and be- 
ing blown into a ferment, by the addreſs of the mo- 
nied 1atereſt (whole condition would be made to ſuffer 
by the ſcheme) might throw the ſtate into confuſion, 
and impreſs the nation with a belief, that high inte- 
reſt for money, in place of being hurtful, was eſſen- 
tial to their proſperity. 

I have faid above, that ſuppoſing the money drawn 
from debtors, could not be placed abroad, free of all 
deductions, at a rate equal to the then value of money 
(ſuppoſed, for the ſake of an example, to be at 4 per 
cent.) that then money would fall to 3 per cent. and 
the ſtocks would riſe in proportion. 

But let us ſuppoſe (what perhaps is the matter of 
fact) that the extenſive operations of trade and credit, 
do actually fix an average for the price of ſtocks, 
from the value of money in other nations in Europe. 


Would not then the conſequence of bringing down 


the rate of legal intereſt, below that level, be, to 
ſend out of the kingdom all the money now circu- 
lating on private ſecurity, real and perſonal? Would 
not this deſtroy all private credit at one blow? Would 
it not have the effect of preventing, among individuals, 
the loan upon intereſt altogether? What would be- 
come of the bank of England, and all other banks, 
whoſe paper in circulation is all in the hands of pri- 
vate people? Is not every man who has a bank note, 


a creditor on the bank, and would not the ſame inte- 


reſt which moves other creditors to exact their debts, 
under ſuch circumſtances, alſo move many holders of 
bank notes, to demand payment of them? Would 
not a run of that nature, only for a few wecks, throw 


the whole nation into the moſt dreadful CO 
y 
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May we not even ſuppoſe, that upon ſuch an. occaſion, 
the monied intereſt (from- a certainty of diſappointing 
the intention of government in making the law) might 
form a combination among themſelves to lock up 
their money, even although it ſhould remain dead in 
their hands for a few months? What would become 
of the improvement of land ? Is there an induſtrious 
farmer any where to be met with, who does not bor- 
row money, which he can ſo profitably turn to ac- 
count upon his farm, even thoughthe receives it at the 
higheſt legal intereſt ? Theſe and many more incon- 
veniences might mauifeſt themſelves, were government 
to force down the value of money, contrary to the 
ordinary operations of demand and competition: and 
to what purpole have recourſe to authority, when it 
is moſt certain, that without any ſuch expedient the 
ſame end may be compaſled ? Xe 
If it be true, as I believe it is, that in ſtates where 
credit is ſo well eſtabliſhed, that their funds or pub- 
lic debts are commonly negotiated abroad, there is 
an average fixed for the value of money, by the ope- 
rations of credit over the commercial world: and if 
it be true, that no law can be framed ſo as to re- 
ſtrain mercantile people, and thoſe who make a 
trade of money, from turning it to the beſt account; 
then all that ſhould be propoſed by government, is, 
to preſerve the value of it at home, within that ſtan- 
dard. For which purpoſe, nothing more 1s neceſſary 
than to prevent. the competition of the diſſipating 
claſs of inhabitants, from diſturbing the rate which 
commerce may - eſtabliſh from time to time. This 
is accompliſhed by the methods above hinted at, 
and which in the next chapter ſhall be more large- 
ly infiſted on. If, by prudent management, the con- 
ventional rate of intereſt, can thus be brought below 
the legal, then there will be no harm in diminiſhing 
the latter by ſtatute, not however guize ſo low as the 
conventional ſtandard ; but to leave a reaſonable la- 
titude for gentle fluctuations above it. From what I 
have ſaid, I ſtill think I had reaſon to object to Child's 


plan for forcing down the intereſt by ſtatute : and 5 
e 


337 


333 


country ſhould be found in a great meaſure locked 
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he lived at this time, I am perſuaded he would have 
come into that opinion, 
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CHAP. VII. 
Methods of bringing down the Rate of Intereſt, in Conſe- 
quence of the Principles of Demand and Competition. 


I HOPE the arguments uſed in the foregoing chap- 
ter will not be conſtrued as an apology for the 
high intereſt of money. 

J entirely agree with Sir Joſiah Child, that low in- 
tereſt is the ſoul of trade; the moſt active princi- 
ple for promoting induſtry, and the improvement of 
land; and a requiſite, ** which it is hardly p 
ſible that foreign commeree can long be ſupport 

This W oa I take to be at this time univer- 
ſally admitted to be true; and did there remain, con- 
eerning it, the veſtige of a doubt in the mind of any 


one, the writings of many, much more capable than 


I can pretend to be, and among the reſt the author 
juſt now cited, are ſufficiently capable to remove it. 
I ſhall not therefore trouble my reader with a chap- 
ter upon that head, but only obſerve, that the terms 
hi;h and low are conſtantly relative. Here the rela- 
tion muſt be underſtood to regard other ſtates, becauſe 
when we ſpeak of a rate of intereſt, we are ſuppoſed 
to mean ſomething general in the country we are 
ſpeaking of: accordingly, if we could ſuppoſe that, 
within the fame ſtate, the rate of intereſt ſhould be 
lower in one city than any where elſe, that circum- 
ftance would give an advantage to that city in all its 
mercantile operations. 

I muſt further obſerve, for the ſake of connecting 
this part of our ſubje& with our general plan, that 
the low intereſt for money is moſt eſſential to ſuch 
ſtates as carry on the moſt extenſive foreign commerce. 

In the infancy of induftry, and before trade comes 
to be eſtabliſhed, it is very natural that the coin of the 
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up in treaſures : high intereſt tends to bring it forth, 
and in that reſpe& works a good effect. 

In proportion as alienation augments, money comes 
to be multiplied, by the melting down of ſolid pro- 


perty, as has been explained; ard then the buſineſs of 


a ſtateſman is to contrive expedients for bringing the 
rate of it as low as poſſible, in order to ſupport fo» 
reign trade, and to rival all neighbouring nations, 
where intereſt 1s higher. When foreign trade again 
comes to decline, — the multiplication of abuſes 
introduced by luxury, low intereſt ſtill continues uſe- 
ful for ſupporting public credit, ſo neceſſary for de- 
fending a nation againſt her enemies. 

If money conſiſted only in the precious metals, which 
are not to be found in every country, but muſt be 
purchaſed with the produce of induſtry, and brought 
from far ; and if no other expedient could be fallen 
upon to ſupply their place for the uſes of circulation; 
then the poſſeſſors of theſe metals would in a manner 
be maſters to eſtabliſh what rate of intereſt they thought 
fit for the uſe of them. _ 

But if that be not the caſe, and if money can be 
made of paper, to the value of all the folid property 
of a nation, (ſo far as occaſion is found for it, by 
the owners of that property) the uſe of the metals 
comes to be in a manner reduced to that of ſerving as 
a ſtandard, for aſcertaining the value of the denomi- 
nations of money of accompt ; perhaps for facilita- 
ting the circulation of ſmall ſums, and for paying a 
balance of trade to other nations. 

When this is the caſe, a ſtateſman has it in his 
power to increaſe or diminiſh the extent of creditand 
paper money in circulation, by various expedients, 
which greatly influence the rate of intereſt, 

The progreſs of credit has been very rapid ſince 
the beginning of this century. This has been almoſt 
entirely owing to the mechanical combinations of 
trading men. Lawgivers have hitherto had but im- 
perfect notions concerning the nature of it; and there 
ſtill remains, in the womb of nature ſome mighty ge- 
nius, born to govern a commercial nation, who wg 
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will be able to ſet it on its true principles. Let us 
in the mean time ſpeculate concerning them. 
We have ſaid, and every body feels, that intereſt 
falls in proportion io the redundancy of money to be 
lent. 
Now what is this money but property, of one kind 


or other, thrown into circulation? I ſpeak of trad- 


ing nations, who are not confined to the quantity of 
their ſpecie alone. | 

When a mau of property wants money, does he 
not go to a bank, which lends upon mortgage, and by 


| pledging his ſecurity, does he not receive money, 


which is in the ſame inſtant created for his uſe? Do 


not thoſe notes circulate as long, as they are found 


neceſſary for carrying on the affairs of the nation? 
that is to ſay, the accompts of debtors and creditors 
of all denominations; and as ſoon as the quantity of 
them exceeds that proportion, they ſtagnate, and re- 
turn on the debtors in them, (the bank) who is en- 
abled to realize them, becauſe the original ſecurity is 
ſtill in thzir hands which was at firſt pledged when 
the notes were iſſued. This realization is commonly 
made in the metals; becauſe they are the money of 
the world : they are real and true riches, as much as 
land; and they have this advantage over- land, that 
they are tranſportable every where. | 

Now, does it not appear evident, that what we 
have been deſcribing 1s a round-about operation, 
which it is poſlible to ſhorten ? | 

I beg of my reader, that he may attend to one 
thing; which is, that I am not here treating of, or 
propoſing a plan, but labouring in the deduction of 
principles in an intricate ſubject, 

I ay, when landed men go to ſuch a bank, and re- 
ceive paper for a land ſecurity, that this operation 


may be ſhortened. 


Do not the notes he gets ſtand (though that 1s not 
expreſſed) uponthe ſecurity of his land ? Now, can any 
man aſſign any other reaſon but cuſtom, why his 
own notes, carrying expreſly in their boſom the ſame 
ſecurity, might not be iſſued, without his being obli- 


ged 
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ged to interpoſe the bank between the public and 
himſelf : And for what does he pay that intereſt ? Not 
that he has gratuitouſly received any value from the 
bank; becauſe in his obligation he has given a full 
equivalent for the notes; but the obligation carries 
intereſt, and the notes carry none. Why? Becauſe 
the one circulates like money, the other does not. For 
this advantage, therefore, of circulation, not for any 
additional value, does the landed man pay intereſt to 
the bank. | 

Had landed men, and not merchants, invented this 
method of turning their property into circulation, 
and had they been all aſſembled in one body, with 
a legiſlative authority, I imagine they would have 
had wit enough to find out that a land bank was a 
thing practicable in its nature. 

Suppoſe they had agreed that all their lands ſhould - 
be let by the acre, and that land property ſhould be 
eſteemed at a certain number of years purchaſe, in 
proportion to the rate of intereſt at the time where 
would be the great difficulty in paying in lands ? 

This is only a hint, to which a thouſand objections 
may be made, as matters ſtand ; all I ſay, is, that 
there is nothing here againſt principles; and though 
there might, in every way ſuch a plan could be laid 
down, reſult inconveniencies to the landed intereſt, 
yet ſtill theſe inconveniencies would hardly counter- 

alance that of their being obliged to pay intereſt for 
every penny they borrow. 

It is demanded, what advantage would reſult to 
the nation from ſuch a regulation ? 

I anſwer, that by it all the borrowings of landed 
men would be ſtryck out of the competition at the 
money-market. The money'd intereſt alone would 
borrow among themſelves for the purpoſes of trade, 
(for money'd men do not borrow to ſquander) and. 


landed men would conſequently pay with their own 


paper, in every caſe, where now they borrow in or- 
der to pay. Thus intereſt would be regulated by 
the demands of trade, and the rate of it would not 
be diſturbed by the competition of ſpendthrifts. . 
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Who can ſay how far the conſequences of ſuch a 
ſcheme might reach? Might not landed men begin in 
time to ifſue notes by way of loan, at a very incon- 
ſiderable intereſt? But I do not incline to carry my 
ſpeculations further: perhaps what has been ſaid 
appear ſufficiently aerial. 

If a ſtateſman ſhall find every modification of this 
idea impracticable; either from his own want of pow. 
er, or of combination, or, which is more probable, 
from the oppoſition of the money'd intereſt, he muſt 
take other meaſures for ſtriking out, as much as poſ- 
ſible, the competition of ſpendthrifts at the money- 
market. Entails, and lame ſecurities, are good ex- 
pedients; though they are productive of many incon- 

neniencies. His own frugal ceconomy in ſtate affairs 
will go much further than any ſuch rrifling expedients. 

Did a nation enjoying peace, although indebted 
perhaps 140 millions ſterling, begin by paying off 
but 2 per cent. of their capital yearly, beſides the cur- 
rent intereſt ; while no neighbouring ſtate was bor- 
rowing any; what would intereſt fall to in a ſhort 
time! It may be anſwered, that the conſequence 
would be, to enrich other nations; becauſe the re- ta 
gorgiug money would be ſent abroad. Is any ſtate fre 
ever enriched by their borrowing? And in what does lig 
ſuch lending to foreigners differ * the nation's pay- co 
ing off their foreiga creditors ? Will not the return 
of intereſt from abroad compenſate, pro tanto, the pr 
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ſums (ent out for the like purpoſe? th 
But if it be ſaid, that the conſequence will be to the 
enable other nations to bring down their own rate of pri 
intereſt ;, I allow it to be ſo; and fo much the better, or 
as long as it remains proportionally lower with us; ter 
which it muſt do, as long as we can lend abroad. mi 
We have ſaid, and I believe with truth, that as credit is pa; 
now extended, a general average is ſtruck every where pal 
upon the value of money : conſequently, the lower the 
intereſt is found abroad, the lower ſtill it will remain at 
home, as long as merchants and exchangers ſubſiſt. riſc 


From this circumſtance of the average on the rate are 


of intereſt, the Dutch muſt, I think, have loſt the 2 
great 
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a great advantage they formerly enjoyed, from the low 
in rate of it in Holland, in proportion to their neighbours. 
n In Child's time, they were familiarly buying u 
y ſugars in London, above the price paid by Erglifh 
* ſugar- bakers; and, notwithſtanding the additional 
freight and charges, they grew rich by their trade, 
Is while the others were hardly making any profit. This 
Y - he accounts for, from the low rate of their intereſt. 
He ſu both Dutch and Engliſh to have carried 
on this trade with borrowed money; for which the 
firſt paid 3 per cent. and the other 6 per cent. 
But at preſent, were it poſſible to get 6 per cent. for 
in London, what Dutchman would lend his 
father a ſhilling at 3 per cent. The Engliſh ſtocks are 
as currently bought and fold, nay. all the ſtockjob- 
bing tricks, are practiſed with the ſame ſubtlety at 
Amſterdam as in Change-Alley : from which i con- 
clude, that a great part of the advantage of low in- 
tereſt is now loſt to that nation; and I conclude fur- 
ther, that it is the common intereſt of all trading na- 
tions to bring it as low as poſlible every where., 

Another cauſe of high intereft proceeds from cer- 
tain clogs laid _ circulation, which proceed merely 
from cuſtom and prejudice. Of this nature is the ob- 
ligation of debtors to pay in the metals, nothing but 
coin being a legal tender. 

The only foundation for ſuch a regulation was the 
precariouſneſs of credit in former times. Were all 
the circulating paper in a nation ſecured by law, ei- 
ther upon the lands or revenue of the country appro- 
priated for that purpoſe, there could be no injuſt:ce 
or inconvenience in making paper (ſo ſecured) a legal 
tender in all payments. Again, how extraordinary 
muſt it appear to any reaſonable man, that the ſame 
paper which paſſes on one fide of a river, ſhould not 
paſs on its oppoſite bank, though running through 
the ſame country ? | 

The reaſon indeed is very plain : the fubaltern ju- 
riſdictions are different; and the debtors in the paper 

te are different: but if the paper of both ſtood upon a 
e ſecurity equally good, what is to hinder both to be 
at 


received 
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received as a legal tender in all payments over the 
kingdom ? Should not little private objects of profit 
among bankers (who are the ſervants of the ſtate, and 
who are ſo well paid for their ſervice) be over-ruled, 
when the conſequences of their diſputes are found to 
be ſo hurtful? But of this more, when we come to 
ſpeak of banks. | 

The oaly occaſion where coin is neceſlary in the li- 
quidation of paper, is for payment of the balance of 
trade with foreign nations. Of this alſo we ſhall treat 


more at large, when we come to the doctrine of ex- 


change. But ſurely nothing is fo ill judged, as to 
create an imaginary balance within the fame ſtate; 
or rather, to permit money-jobbers to create it; at 
the expence of raiſing intereſt, and hurting trade, in 


the very places where it ſtands in the greateſt need of 


encouragement. | 

From theſe principles, and others which naturally 
flow from them, may a ſtateſman ſteer a very certain 
courſe, towards bringing the rate of intereſt as low 
as the proſperity of trade requires, or the principles 
of double competition between borrowers and lenders 


will permit. | 


C. HAT. 


Is the Rate of Intereſt the ſure Barometer of the State 


of Commerce ? 


OME political writers are fond of every expedi- 
ent to reduce within a narrow compaſs many 
queſtions, which being involved in intricate combi- 
nations, cannot be reduced to one principle. This 
throws them into what I call ſyſtems; of which we 
have an example in the queſtion now before us. 
There is nothing more difficult than to determine 
when commerce runs favourably, and when unfa- 
vourably for a nation. This would not be the caſe, 
were the rate of intereſt the juſt barometer of it, I 


have found it however advanced, that nothing more 
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is neceſſary to be known, in order to eſtimate the re- 
lative profits upon the foreign trade of two nations, 
than to compare the common rate of intereſt in both, 
and to decide the preference in favour of that nation 
where it is found to be loweſt. 

We may ſay of this propoſition, as of the courſe of 
exchange; the lowneſs of intereſt and exchange are 
both exceedingly favourable to trade; but they are 
no adequate meaſure of the profits ariſing from it. 

The beſt argument in favour of this opinion with 
regard to intereſt is, that the nation which ſells the 
cheapeſt at foreign markets is conſtantly preferred; 
and, conſequently, where the uſe of money is the 


* 


loweſt, the merchant can ſell the cheapeſt. 

I anſwer, that this conſequence aud be juſt, were 
all trade carried on with borrowed money, and were 
the difference of the price of the materials or firſt 

matter, the eaſe in procuring them, the promptitude 
of payments, the induſtry the manufacturer, and 
his dexterity, reckoned for nothing. But ſuch ad- 
vantages are frequently found in theſe articles, as to 
be more than ſufficient to counterbalance the additional 
intereſt which is paid for the money employed in trade. 
This is ſo true, that we ſee the dexterity alone of the 
workman (living in an expenſive capital, where the 
charge. of living may. be double of what it is in the 
country) enabling him to underſell his competitors 
every where: the ſame may be true with regard to 
the other articles. Further, how far is it not from 
truth to ſay, that all trade is carried on with borrowed 
money? When the term trade here made uſe of, is 
properly underſtood, we ſhall ſee, that a very incon- 
ſiderable part of its object is carried on with borrowed 
money, in any country in Europe; and that part which 
is carried on with borrowed money is not ſo much 
clogged by the high rate of intereſt, as by want of 
punctuality in payments. A merchant who can turn 
his money in three months, borrows as cheaply at 6 
per cent. as another who turns his in fix months, when 
he borrows at 3 per cent. | 

The object of trade is produce and manufacture. 

Vo. II. — AS. Ee 
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If any one will conſider the value of theſe two artieles, 
before they Fn into the hands of merchants, and 


is with the money borrowed by farmers 
and manufacturers, in order to bring them to market, 
the proportion will be very ſmall. 

Do we not ſee every day, that ingenious workmen, 
who obtain credit for very ſmall ſums, are ſoon en- 
abled, by the means of their own induſtry, to produce 
a ſurpriſing value in manufactures, and not only to 
ſubſiſt, but to increaſe in riches ? The intereſt they 
pay for the money borrowed is inconſiderable, when 
compared with the value, created (as it were) by the 
proper employment of their time and talents, - 

If it be ſaid, that this is a vague aſſertion, ſupported 
by no proof; I anſwer, that the value of a man's 
work may be eſtimated by the proportion between 
the manufacture when brought to market, and the 
firſt matter. Nothing but the firſt matter, and the 
inſtruments of manufacture, can be conſidered as the 
objects of borrowed money; unleſs we go fo far as to 
eſtimate the nouriſhment, and every expence of the 
manufacturer, and ſuppoſe that theſe are alſo ſupplied 
from borrowed money. To affirm that, would be 
turning arguments into cavil. 

The object, therefore, of borrowed money for car- 


rying on trade, 1s more relative to the merchant than 


to the manufacturer. Borrowing is neceſſary for col- 
lecting all this product and manufacture into the hands 


of merchants. This, no doubt, is very commonly 


the operation of credit: intereſt of money, here, comes 
in, to indemnify the giver of credit, for the uſe of 
his money : but this intereſt is only due from the 
time the borrower pays thoſe from whom he collects, 
to the time he receives payment from thoſe to whom 
he ſells. This interval it is of the higheſt importance 
to the merchant to ſhorten. In proportion as it is 
long, and in proportion to tae rate of intereſt, he muſt 
raiſe his profits; and in proportion as payments are 
quick and regular, and intereſt low, he may diminiſh 


them, Whether merchants do regulate their profits, 


in all commercial nations, according to the exact 
proportion 
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proportion of the reſpective rates of intereſt, and 
promptitude of payments among them; or whether 
theſe are determined by the circumſtances of demand 
and competition in the ſeveral foreign markets where 
the trade is carried on, I leave to merchants to do- 
termine. All I ſhall remark is, that a well founded 
credit, and prompt payments, will do more ſervice 
to trade, than any advantage trading men can reap 
from the different rate of intereſt in different countries. 
It muſt not be concluded from this, that low in- 
tereſt is not a very great advantage to trade; all I 


contend for, is, that it is not the barometer of it. 
Another circumſtance which puts nations, in our 


days, much more on a level than they were in former 


times, I have already hinted at. It is that general aus- 


rage which the great loads of national debts, and the 


extenſion of credit, through the ſeveral nations of 


Europe, who pay annually large ſums of intereſt to 
their creditors, has eſtabliſhed. Let me ſuppoſe the 
Durch, for example, to have fixed, by placard, the 
rate of their intereſt at 3 per cent. I ſay, that i6 ſoon 


as the general average of intereſt comes to ſtand above 


that rate, from the price of public funds in England 
and France, we may ſafely conclude, that their trade 
cannot be carried on with any very conſiderable fum 
of money borrowed at 3 per cent. The conſequence 
then muſt be, to ſend the money which regorges in 
the hands of the frugal Dutch, into other countri 
where it can produce a better return, excluſive of 
expences of remitting and drawing. What the con- 
ſequences of this lending to foreigners may be to Hol- 
land, ſhall be afterwards examined. | 

To conclude ; I believe it will be found, that what 
has led ſome to believe that low intereſt is the baro- 
meter of commerce, has been owing to this; that in 
ſome of the moſt commercial countries and cities in- 
tereſt has been found to be lower than in great king- 
dams : but that, I imagine, is entirely owing to the 

ugality of their manners, which cuts off the borrow- 
ing of the rich for the fake of diflipation, When 
this is accompliſhed, * alone being what _— 
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the ſtagnations of the frugal, . the price of intereſt will 
Fall to that rate which is the beſt proportioned to the 
profits upon it: but this alfo will be leſs and leſs the 
caſe every day, inproportion to the credit and circu- 
lation of public funds in different nations. | 


— 
— — — 


CHAP. IX. 
Does. not Intereſt fall in Proportion as Wealth increaſes ? 


Ts + 
ANSWER in the affirmative : providing it be 


-- ſuppoſed that diſſipation does not increaſe in pro- 
portion to the wealth. Now in a general propoſition, 
ſuch as this which ſtands at the head of our chapter, 
that very neceſſary proviſo is not attended to, and 
thus people are led to error. It is the manners of a 


people, not their external circumſtances as to riches, 


which render them frugal or extravagant. What, 
therefore, depends upon the ſpirit of a people, can- 
not be changed, but in conſequence of a change of 
that ſpirit. | | 

If the rate of intereſt be high, from a taſte of diſſi- 
pation, let foreign trade throw in what loads of mo- 
ney it may, intereſt will ſtill ſtand high, until man- 
ners change. Every claſs of a people has their peculiar 
ſpirit. The frugal merchant will accumulate wealth, 
and the prodigal lord will borrow it. In this ſituation, 
internal circulation will be rapid, and lands will ſhift 
hands. If this revolution ſhould prove a corrective to 
diſſipation, by veſting property in thoſe who have 
contracted a firm habit of frugality, then an augmen- 


tation of wealth may fink the rate of intereſt. But if, 


on the contrary, the laws and manners of the country 
do diſtinguiſh claſſes by their manner of living, and 
mode of expence, it is ten to one that the induſtrious 
and frugal merchant will put on the prodigal gentle- 
man, the moment he gets into a fine country ſeat, 
and hears himſelf called Your honour. In certain 
countries, the memory of paſt induſtry carries a dreg 


along; 
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along, with it, which nothing but expenſive living has 


power to purge away. 
Let this face at preſent upon the ſubject of inte- 


reſt: it is ſo connected with the doctrine of credit, 
that it will recur again at almoſt every ſtep: as we 8⁰ 
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INTO THE 


PRINCIPLES. 


OF 


POLITICAL OECONOMY 


BOOK IV. 

OF CREDIT AND DEBTS. 
PART 1. 
OF BANKS. 


CHAP. L 
Of the various Kinds of Credit. 


W E have already pointed out the nature of cre- 
dit, which is confidence; and we have deduc- 
ed the principles which influence the rate of intereſt, 
the eſſential requiſite for its ſupport. 
We come now to treat of domeſtic circulation; 
where we are to deduce the principles of banking. 
This is the great engine calculated for carrying it on. 
That I may with order, inveſtigate the many com- 


| binations we ſhall here meet with, I muſt point out 


wherein banks differ from one another in point of po- 
licy, as well as in the principle upon which their 
credit is built. 

If we conſider them relative to their policy, I di- 


vide them into banks of circulation, and banks of de- 


poſit. This every one underſtands. 
If according to their principle, they are eſtabliſhed 


either on private, or mercantile, or public credit. 


This 
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This laſt divifion I muſt attend to in the diſtribu · 
tion of what is to follow; and therefore it is proper 
to ſet out by explaining what I underſtand by the 
terms I have here introduced. dies 

1,0, Private credit, This is eſtabliſhed upon a ſe- 
curity, real or perſonal, of value ſufficient to make 
good the obligation of repayment both of capital and 
intereſt, This is the moſt ſolid of all. 
2do, Mercantile credit. This is eſtabliſhed upon the 
confidence the lender has, that the borrower from his 
integrity and knowledge in trade, may be able to re- 
place the capital advanced, and the intereſt due du- 
ring the advance, in terms of the agreement. This 
is the moſt precarious of all. 

gtio, Public credit. This is eſtabliſhed upon the 
confidence repoſed in a ſtate, or body politic, who 
borrow money upon condition that the capital ſhall 
not be demandable; but that a certain proportional 
part of the ſum ſhall be annually paid, either in lieu 
of intereſt, or in extinction of part of the capital; 
for the ſecurity of which, a permanent annual fund 
is appropriated, with a liberty, however to the ſtate 
to liberate itſelf at pleaſure, upon repaying the whole z 
when nothing to the contrary is ſtipulated. ; 

The ſolidity of this ſpecies of credit depends up- 


on circumſtances. 


The difference between the three kinds of credit 
lies more in the abject of the confidence, and the na- 
ture of the ſecurity, than in the condition of the bor- 
rower. Either a private man, a merchant, or a ſtate, 
may pledge, for the ſecurity of a loan, a real or a 
moveable ſecurity, with an obligation to refund the 
capital. In this caſe, the obligation ſtands upon the 
ſolid baſis of private credit. 

Either a private man, a merchant, or a ſtate, may 
ſtrike out projects which carry a favourable appear- 
ance of ſucceſs, and thereupon borrow conſiderable 
ſums of money, repayable with intereſt. In this caſe, 


the obligation ſtands upon a mercantile credit, 


Either a private man, a merchant, or a ſtate may, 
pledge (for the ſecurity of money borrowed) a perpe- 
A2 4 | tual 
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tual annual income, the fund of which is not their 

property, without any obligation to refund the capi- 
any ſuch obligations ſtand upon the principles of 
2 credit. 

I allow there is a great teſemblance between the 
three ſpecies of credit here enumerated: there are how- 
ever ſome characteriſtic differences between them: 

1999, In the var of cſtabliſhing and ſupporting 


them. 


Private credit is inſeparable, in ſome degree, from 
human ſociety. - We find it ſubſiſting in all ages: the 
ſecurity is palpable, and the principles on which it is 
built are ſimple and eaſy to be comprehended. Pub- 
lic credit is but a late invention: it is the infant of 
commerce, and of extenſive cirenlation. It has ſup- 
plied the place of the treaſures of old, 'which were 
conſtant and ready reſources to ſtateſmen in caſes of 
public diſtreſs: the ſecurity is not palpable, nor readi- 


iy underſtood, by the multitude; as it reſts upon 


the ſtability of certain fundamental maxims of go- 
vernment. Mercantile credit is ſtill more difficult to 
eſtabliſh ; becauſe the ſecurity is the moſt precarious 
of any: it depends upon opinion and ſpeculation, 


more than upon a fund provided for repayment. of 


either capital or intereſt, _ 

240, They differ in the nature of the ſecurity and 
object of confidence. 

Private credit has a determinate object of confi- 
dence, viz. the real exiſtence of value in the hands of 
the debtor, ſufficient to ſatisfy both capital and inte- 
reſt. Public credit has the viſible ſecurity of a fund 
appropriated for the perpetual payment of the inte- 
reſt, Mercantile credit depends wholly upon the'in- 
tegrity, capacity, and good fortune of the debtor, 

tio, The third difference is with regard to the 
eale of transfer. 

Public debts ſtand generally on on the ſame bottom. 
No part of the ſame fund is better than another : the 
price of them is publicly known, and the ſecurities 
are laid in the moſt convenient way for transfer, that 
18, circulation, without conſent of the debtor, This 
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is far from being the caſe in private ſecurities. Nor 


is it the caſe in the mercantile, except in bills paya- 


ble to order, in which caſe alone, the creditor can 
effectually transfer without the conſent of the debtor. 

40. The fourth difference is diſcovered in the 
ſtability of the confidence. Y 

Nothing can ſhake private credit. but an appear- 
ance of inſolvency in the very debtor. But the bank- 
ruptcy of one conſiderable merchant, will give a very 
great ſhock to mercantile credit all over Europe : and 
nothing will hurt public credit, fo long as the ſtipu- 
lated intereſt continues regularly to be paid, and fo 
long as the funds appropriated for that payment re- 
main entire, | 3 

From what has been ſaid, I hope three ſpecies of 


eredit have been ſufficiently explained; and from what 


is to follow, we ſhall feel the utility of this diſtribution, 


ee 


* * - + * * T4 


B 
Of prroate Credit. 


TYJRIVATE credit is either real, perſonal, or mixed. 

Real ſecurity or credit, every body under- 
ſtands. It is the object of law, not t politics, to give 
an enumeration of its different branches. By this 
term, we underſtand no more than the pledging an 
immoveable ſubject for the pay ment of a debt. As by 
a perſonal ſecurity we underſtand the engagement of 


the debtor's whole effects for the relief of his creditors. 


The mixed, I have ſound it neceſſary to ſuperadd, in 
order to explain with more facility, the ſecurity of 
one ſpecies of banks. The notes iſſued by banks up- 
on private credit, ftand upon a mixed ſecurity : 
that 1s, both real and perſonal. Perſonal, fo. far as 
they affect the banker, and the banking ſtock pledg- 
ed for the ſecurity of the paper: and in the ſecond 
place, upon the ſecurities, real and perſonal, granted 
to the banker for the notes he lends, which afterwards 
enter into circulation, 

The 
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The ruling principles in private credit, and the baſis 
on which it reſts, 1s the facility of converting, into 
money, the effects of the debtor ; becauſe the capital 
and intereſt are 8 ſuppoſed to be demandable, 
The proper way, therefore, to ſupport this ſort of 
credit to the utmoſt, is to contrive a ready method of 
appropriating every ſubject affectable by debts; and 
ſecondly of melting it down into ſymbolical or paper 
money. | 

In Gn times, when circulation was confined, the 
ſcheme of melting down the property of debtors, for 
the payment of creditors, was impracticable; and 
accordingly we ſee that capitals ſecured on land pro- 
perty were not demandable. This formed another 

ies of credit, different from any we have men- 
tioned ; which only differed from public credit in this, 
that the ſolid property e the income, was 
really in the hands of the debtor. This ſubdiviſion we 
have omitted, as its baſis reſts ſolely upon the regulat 
payment of the intereſt. Of chis nature are the con- 
tracts of conſtitution in France, and the old infeft- 
ments of annual rent in Scotland. There are few 
nations, I believe, in Europe, where a veſtige, at leaſt, 
of this kind of ſecurity does not remain. | 

In order, then, to carry private credit to its greateſt 
extent, all entails upon lands ſhould be diffalved; all 
obligations ſhould be regularly recorded in public 


regiſters, the value of all lands ſhould be aſcertained, 


the moment any ſecurity is granted upon them; and 


the ſtateſman ſhould interpoſe between parties, to ac- 


celerate the liquidation of all debts, in the ſhorteſt 
time, and at the leaſt expence poſlible, 

Although this method of proceeding be the moſt 
effectual to ſecure, and to extend private credit, yet 
it is not, at all times, expedient to have recourſe to it; 
as we have abundantly explained in the 25th chapter 
of the ſecond book ; and therefore I ſhall not here 
interrupt my ſubject with a needleſs repetition. | 
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CHAP. III. 
Of Banks. 
N deducing the principles of banks, I ſhall do the 


beſt I can to go through the ſubject ſyſtematically. - 


I have divided credit into three branches, private, 
mercantile, and public. This diſtribution will be of 
uſe on many occaſions, and ſhall be followed as far 
as it will go, conſiſtently with perſpicuity : but as Þ 
have often obſerved of ſubjects of a complex nature, 
they cannot be brought under the influence of a few 


general principles, without running into the modern 


vice of ng ſyſt-ms, by wire-drawing many re- 
lations in order to make them anſwer. | 

The great operations of domeſtic circulation are 
better diicovered by an examination of the principles 
upon which we find banking eſtabliſhed, than by 
any other method I can contrive, It has been by in- 
quiry into the nature of thoſe banks which are the 
moſt remarkable in Europe, that I have gathered the 
little knowledge I have of the theory of circulation. 
This induces me to think that the beſt way of com- 
municating my thoughts on that ſubject, is to lay 
down the reſult of my inquiries relative to the very 
object of them. | 

After comparing the operations of different banks 
in promoting circulation, I find I can divide them, 
as to their policy, into two general claſſes, viz. thoſe 
which iſſue notes payable in coin to bearer; and 
thoſe which only transfer the credit written down 
in their books from one perſon to another. 5 

Thoſe which iſſue notes, I call banks of circula- 
tion; thoſe which transfer their credit, I call banks of 
depoſit. | . 
th indeed may be called banks of circulation, be- 
cauſe by their means circulation is facilitated ; but 
as different terms ſerve to diſtinguiſh ideas different 
in themſelves, thoſe I here employ, will anſwer the 
purpoſe as well as any others, when once they are 

defined 


35S 


855 


Ax INQUIRTINrO THE PRINCIPLES Book IV. 
defined; and circuldtion undoubtedly reaps far great- 
er advantages from banks which iſſue notes transfera- 
ble every where, than from banks which only trans- 
fer their credit on the very ſpot where the books are 
kept. 

1 ſhall, according to this diſtribution, firſt explain 
the principles upon which banks of circulation are 


| conſtituted and conducted, before I treat of the other, 


This will lead me to avail myſelf of the diviſion I 
have made of credit,” into private, mercantile, and 
public: becauſe, according to the purpoſes for-which 
a bank is eſtabliſhed, the ground of confidence, that is, 
the credit of the bank, is ſertled upon one or other 
of them. | 


- In countries where trade and induſtry are in their 


infancy, credit. muſt be little known; and they who 
have ſolid property, find the greateſt difficulty i in turn- 
ing it into money, without which induſtry cannot be 
carried on, as we have abundantly explained in the 26th 
chapter of the ſecond book; and conſequently the 
whole plan of improvement is diſappointed. ＋ 
Under ſuch circumſtances, it is proper to eſtabliſh 


a bank upon the principles of private credit. This 


bank muſt iſſue notes upon land and other ſecurities, 
and the profits of it muſt ariſe from the permanent 
intereſt drawn for the money lent. 


Of this nature are the banks of Scotland.; T 0 them 


the improvement of that country 1s entirely owing ; 
and until they are generally eſtabliſhed in other coun- 


tries of Europe, where trade and induſtry are little 


known, it will be very difficult to ſet thoſe great 
engines to work. | 

Although I have repreſented this ſpecies of banks, 
which I ſhall call banks circulation upon mortgage, as 
peculiarly well adapted to countries where 1nduſt 
and trade are in their infancy, their uſefulneſs to 


nations, who have upon an average a favourable ba- 
lance upon their trade, will ſufficiently appear up- 
on an examination of the priuciples upon which 


they are eſtabliſhed. 
It is for this a that I have applied elf to 
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reduce to principles all the operations of the 
Scotch banks, while they were in the greateſt diſ- 
treſs imaginable, from the hea _ balance the coun- 
try owed during the laſt years of the late war, and 
for ſome time after the peace in 1963. By this 1 
flatter myſelf to do a particular ſervice to Scotland, 
as well as to ſuggeſt hints which may prove uſeful, 
not only to England, but to all commercial countries, 
who, by imitating this eſtabliſhment, will reap. advan- 
tages of which they are at preſent deprived. 

For thele reaſons, I hope the detail I ſhall enter into 
with regard to Scotland, will not appear tedious, 
both from the variety of curious combinations it will 
contain, as alſo from the lights it will caſt upon the 
whole doctrine of circulation, which is the preſent 
object of our attention, 

In countries where trade is eftabliſhed, induſtry 

flouriſhing, credit extenſive, circulation copious and 
rapid, as in England, banks upon mortgage, however 
uſeful they may prove for other purpoſes, would not 
anſwer the demands of the trade of London, and the 
ſervice of government, fo well as the bank of England. 
The ruling principle of that bank, and the ground 
of their confidence, is mercantile credit. The bank 
of England does not lend upon mortgage, nor perſonal 
ſecurity: their profits ariſe from diſcounting bills; 
loans to government, upon the ſaith of taxes, to de 
paid within the year; and upon the credit caſh of 
thoſe who deal with them. 
A bank ſuch as that of England, cannot een he 
eſtabliſhed, except in a great wealthy: mercantile city, 
where the accumulation of the ſmalleſt profits amount, 
at the end of the year, to -very conſiderable ſums. 

In France, under the regency of the Duke of Or- 
leans, there was a bank erected upon the principles of 
public credit. The ground of confidence there, and 
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thefunds appropriated for the payment of the inte- 
reſt of the public debts. | 
It is for the ſake of order and method, . thatI pro- 
poſe to explain the principles of banking, according 
to 


the only ſecurity for all the paper they iſſued, were 
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mercantile, or public credit; yet we ſhall find a mix- 
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to this diſtribution. I muſt however confeſs, that 
although I repreſent each of them as having a cauſe 
of confidence peculiar to itſelf, to wit, either private, 


ture of all the three ſpecies of credit entering into the 
combination of every one of them. | 


Banking, in the age we live, is that branch of 


credit which beſt deſerves the attention of a ſtateſman. 
Upon the right eſtabliſhment of banks, depends the 
proſperity of trade, and the equable courſe of circula- 
tion. By them “ /olid property may be melted down. 
By the means of banks, money. may be conſtantly 
kept at a due proportion to alienation. If alienation 
increaſes, more property may be melted down. If it 
diminiſhes, the quantity of money ſtagnating, will be 
abſorbed by the bank, and part of the property for- 
merly melted down in the ſecurities granted to them, 
will be, as it were, conſolidated anew. Theſe muſt 
Pay for the country the balance of their trade with fo- 
reign nations. Theſe keep the mints at work; and it 
is by their means, principally, that private, mercan- 
tile, and public credit, is ſupported. I can point out 
the utility of banks in no way fo ſtriking, as to recall 
to mind the ſurprizing effects of Mr. Law's bank, 
eſtabliſhed in France, at a time when there was nei- 
ther money or credit in the kingdom. The ſuperior 
genius of that man produced, in two years time, the 
moſt ſurprizing effects imaginable; he revived in- 
duſtry ; he eſtabliſhed confidence; and ſhewed to the 
world, that while the landed property of a nation is in 
the hands of the inhabitants; and while the lower 


Solid property, here, is not taken in the ſtticteſt acceptation. 
In countries of commerce, where banks are generally eftabliſhed, 
every denomination of good perſonal ſecurity, may be conſidered 
as ſolid property. Thoſe who have perſonal eſtates may obtain 
credit from banks as well as landed men; becauſe theſe perſonal 


eſtates are ſecured either on lands, or in the funds, or in effects 


which contain as real a value as lands, and theſe being affected by 
the ſecurities which the proprietors grant to the bank, may 
with as much propriety be ſaid to be melted down, as if they 
conſiſted in lands. In ſubjects of this nature, it is neceſſary to 


extend our combinations, in proportion to the circumſtances 


claſſes 


under which we reaſon. 


e © 


= 0 Tn Lunn © 


BU BL ASD Reg goa dg DOWD 0 


Chap. IV. or POLITICAL OECONOMY. 


claſſes are willing to be induſtrious, money never can 
be want! I muſt now proceed in order, towards 


the inveſtigation of the principles which influence this 
intricate and complicated branch of my ſubject. 


„* „ 
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CHAP. IV. 
Of Banks of Circulation upon Mortgage or private Credit. 


ANKS of circulation upon mortgage or private 
credit, are thoſe which iſſue notes upon private 
ſecurity, payable to bearer on demand, in the current 
coin of the nation. They are conſtituted in the fol- 
lowing manner. 
A number of men of property join together in a 
contract of banking, either ratified or not by public 
authority, according to circumſtances. For this pur- 


| Poſe, they form a ſtock which may conſiſt indifferently 


of any ſpecies of property. This fund is engaged to 
all the creditors of the company, as a ſecurity for the 
notes they propoſe to iſſue. So ſoon as confidence is 
eſtabliſhed with the public, they grant credits, or 
calh accompts, upon good ſecurity ; concerning which 
they make the proper regulations. In proportion to 
the notes iſſued in conſequence of thoſe credits, they 
provide a ſum of coin, ſuch as they judge ſufficient to 
anſwer ſuch notes as ſhall return upon them for pay- 
ment. Nothing but expetience can enable them to 
determine the proportion between the coin to be kept 
in their coffers, and the paper in circulation. This 
proportion even varies according to circumſtances, 
as we ſhall afterwards obſerve. _ 

The profits of the bank proceed from the intereſt 
paid upon all the ſecurities which have been granted 
to it, in conſequence of credits given, and which re- 
main with it unretired. 

Out of which muſt be deducted, firſt, the charge 
of management; ſecondly, the lots of intereſt for all 
the coin they preſerve in their coffers, as well as the 
expence they are put to in providing it; and „ 
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the expence of tranſacting and paying all balances due 
to other nations. Wo 2 4 wwe <0 

In proportion, therefore, as the intereſt upon the 
bank {ſecurities exceeds the loſs of intereſt on the coin 
in the bank, the expence of management, and of 
providing funds abroad to pay balances, in the ſame 
proportion is their profit; which they may either di- 
vide, accumulate, or employ, as they think fit. 

Let it beobſerved, that I do. not conſider the origi- 
nal bank ſtock, or the intereſt ariſing from that, as any 
part of the profits of the bank. So far as ö 
bank, it is their original property; and ſo far as re- 
gards the public, it ſerves for a collateral ſecurity to 
it, for the notes iſſued. It becomes a pledge, as it 
were, for the faithful diſcharge of the truſt repoſed 
in the bank: without ſuch a pledge, the public could 
have no ſecurity to indemnify it, in caſe the bank 
ſnould iſſue notes for no permanent value received. 


This would be the caſe, if they thought fit to iſſue 


their paper either in payment of their own private 


debts, forarticles of preſent conſumption ; or in pre- - 


carious trade. 


When paper is iſſued for no value received, the 
ſecurity of ſuch paper ſtands alone upon the original 


capital of the bank, whereas when it is iſſued for va- 
lue received, that value is the ſecurity on which it 
immediately ſtands, and the bank ſtock 1s, properly 
ſpeaking, only ſubſidiary. 

I have dwelt the longer upon this circumſtance, be- 
cauſe many, who are unacquainted with the nature 
of banks, have a difficulty to comprehend how they 
ſhould ever be at a loſs for money, as they have a 
mint of their own, which requires nothing but paper 


and ink to create millions. But if they conſider the 


principles of banking, they will find that every note 
iſſued for value conſumed, in place of value received 
and preſerved, is neither more or leſs, than a partial 
{pending either of their capital, or profits on the bank. 
Is not this the effect of the expence of their manage- 


ment? Is not this expence paid in their notes? But 


did ever any body imagine that this expence did not 
diminiſh 
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diminiſh the profits of banking? Conſequently, ſuch 
expence may exhauſt theſe profits, if carried far 
enough; and if carried till further, will diminiſh the 


capital of the banking ſtock. ©. 


As a further illuſtration of this principle, -let me 
ſuppoſe, an honeſt man, intelligent, and capable io 
undertake a bank. I ſay that ſuch a perſon, without 
one ſhilling of ſtock, may carry on a bank of do- 
meſtic circulation, to as good purpoſe as if he had 
a million; and his paper will be every bit as good as 
that of the bank of England. Every note he iſſues, 
is ſecured on good private ſecurity z that ſecurity car- 
ries intereſt to him, and ſtands good for the notes 


he has iſſued. Suppoſe then that after having iſſued 


for a million ſterling, all the notes ſhould return upon 
him in one day. ls it not plain, that they will find, 
with the honeſt banker, the original ſecurities, taken 


by him at the time he iſſued them; and is it not true, 


that he will have, belonging to himſelf, the intereſt 
received upon theſe ſecurities, while his notes were 
in circulation, except ſo far as this intereſt has been 
ſpent in carrying on the buſineſs of his bank? Large 
bank ſtocks, therefore, ſerve only to eſtabliſh their 
credit; to ſecure the confidence.of the public, who 
cannot ſee into their adminiſtration; but who willingly 
believe, that men who have conſiderable property 
pledged in ſecurity of their good faith, will not pro- 
bably deceive them. 

This ſtock is the more neceſſary, from the obliga- 
tion of paying in the metals. Coin may be wanting, 
upon ſome occaſions, to men of the greateſt landed 


property. Is that any reaſon to ſuſpect their credit? 


Juſt ſo of banks. The bank of England may be 
poſſeſſed of twenty millions ſterling F good effects, 
to wit, their capital; and the ſecurities for all the 
notes they have iſſued ; and yet that bank might be 
obliged to ſtop payment, upon a ſudden demand of a 
few millions of coin. | 

Runs upon a bank well eſtabliſhed, betray great 
want of confidence in the public; and this want of 
confidence proceeds. from the ignorance the greateſt 
Vo. II. B b part 
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part of men ate in, with regard to the ſtate of their 
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affairs, and of the principles upon which their trade 
is carried on. 

From what has been ſaid, we may conclude, that 
the ſolidity of a bank which lends upon private ſecu- 
rity, does not ſo much depend upon the extent of 
their original capital, as upon the regulations they 


_ obſerve in granting credit. In this the public is nearly 


intereſted ; becauſe the bank ſecurities are really taken 
for the public, who are creditors upon it in virtue of 
the notes which circulate through their hands. 


CHAP. FT; 


Such Banks ought to iſſue their Notes on private, not 
| mercantile Credit. 


ET me, therefore, reaſon upon the example of 
two bankers ; one iſſues his notes upon the beſt 

real or perſonal ſecurity ; another gives credit to mer- 
chants and manufacturers, upon the principles of 
mercantile credit, which we have explained above; 
the notes of the one and the other enter into circula- 
tion, and the queſtion comes to be, which are the 
beſt? If we judge by the regularity of the payment 
of notes on Preſentation, perhaps the one are as rea- 
dily paid as the other, If we judge by the ſtock of 
the two bankers, perhaps they may be equal, both in 
value and ſolidity; but it is not upon either of theſe 
circumſtances that the queſtion depends. The notes 
in circulation may far exceed the amount of the largeſt 
bank ſtock ; and therefore, it is not on the original 
ſtock ; but on the ſecurities taken at iſſuing the notes, 
that the ſolidity of the two currencies is to be eſtimat- 
ed. Thoſe fecured on private credit, are as ſolid as 
lands and perſonal eſtates ; they ſtand upon the prin- 
ciples of privat= credit. Thoſe ſecured on the obli- 
gations of merchants and manufacturers, depending 
upon the ſucceſs of their trade, are good or bad m 


proportion. Every bankruptcy of one of their deb- 


tors, 
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tors, involves the bank, and carries off either a part 
of their profits, or of their ſtock. Which way, there- 
fore, can the public judge of the affairs of bankers, 
except by attending to the nature of the ſecurities 
upon which they give credit“. t 


—_ as —k. 
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CHAP. VI 
Uſe of ſubaltern Bankers and Exchangers. 


| © Les it may be urged, that the great uſe of 
banks 1s to multiply circulation, and to furniſh 
the induſtrious with the means of carrying on their 
traffic: that if banks inſiſt upon the moſt ſolid ſureties 
before they give credit, the great utility of them 
muſt ceaſe; becauſe merchants and manufacturers 
are never in a ſituation to obtain credit upon ſuch terms. 

This argument only proves, that banks are not, 
alone, ſufficient for carrying on every branch of circu- 
lation, A truth which no body will contravert. But 
as they are of uſe in carrying on the great branches 
of circulation, it is proper to prevent them from en- 
gaging in ſchemes which may deſtroy their credit al- 
together. | 

I have obſerved above, that this method of ifluing 
notes upon private ſecurity, was pecuharly well 
adapted to countries like Scotland, where trade and 
induftry are in their infancy. 

Merchants and manufacturers there, have conſtant 
occaſion for money or credit; and at the fame time, 
they cannot be ſuppoſed to have either real or perſonal 


eſtates to pledge, in order to obtain a loan directly from 


the banks, who ought to lend upon no other ſecurity. 


It muſt be obſerved, that in this example, the banker who 
iſſues his notes upon mercantile ſecurity, is ſuppoſed to grant 
a permanent.loan to the merchant or manufacturer, as he would 


do to thoſe who pledge a perſonal ſecurity. This is totally re- 


pugnant to the principle of banks ſecuted on mercantile credit. 
Such banks never grant loans for indefinite duration, upon any 
tecurity whatſoever. They will not even diſcount a bill of ex- 
change, When it has above two months to run, 
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To remove that difficulty, we find a ſet of mer- 


chants, men of ſubſtance who obtain from the banks 
very extenſive credits upon the joint real and perſonal 
ſecurity of themſelves and friends. With this afſif- 
tance from the bank, and with money borrowed from 
private people, repayable on demand, ſomething be- 
low the common rate of intereſt, they ſupport the 
trade of Scotland, by giving credit to the merchants 
and manufacturers. | 

To this (et of men, therefore, are banks of circu- 
lation upon mortgage to leave that particular branch of 
buſineſs. It is their duty, it is the intereſt of the 
country, and no leis-that of banks, that they be ſup- 
ported in ſo uſeful a trade; a trade which animates 


all the commerce and manufactures of Scotland, and 
which conſequently promotes the circulation of thoſe 


very notes upon which the profits of the banks do 
ariſe. 


Theſe merchgots are ſettled in all the moſt conſi- 


- derable towns: they are well acquainted with the 


ſtock, capacity, induſtry, and integrity of all the 
dealers in their diſtrict: they are many; and by this are 
able to go through all the detail which their buſineſs 


requires; and their profits, as we ſhall ſee preſently, 


are greater than thoſe of banks who lend at a ſtated 


intereſt. 


The common denomination by which they are cal- 
led in Scotland, is that of bankers; but to avoid their 
being confounded with bankers in England (whoſe bu- 
ſineſs is very different) we ſhall, while we are treat- 
ing of the doctrine of banks, call them by the name 
of exchangers, ſince their trade is principally carried 
on by bills of exchange. | 

As often as theſe exchangers give credit to dealers 
in any way, they conſtantly ſtate a commiſſion of z 
per cent. or more, according to circumſtances, over 
and above the intereſt of their advance ; profits which 
greatly ſurpaſs thoſe of any bank. One thouſand 
pounds credit given by a bank, may not produce ten 


pounds in a year for intereſt: if given by a banker, 
to a merchant, who draws it out, and replaces it forty 


times 
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times in a year, there will ariſe upon it a comemilion 
of 20 per cent. or 200 J 

This ſet of men are expoſed to riſks and 
which they bear without complaint, becauſe of — 
great profits; but it implics a detail, which ng bake 
can deſcend to, 

Theſe exchangers give way, from time to ane 


and no eſſential hurt is thereby occaſioned to nation 


credit. The loſs falls upon thoſe who lend to them, 
or truſt them with their money, upon precarious. ſe- 
curity ; and upon merchants, who lay their agcqunt 
with ſuch riſks, In a word, they are a kind of in- 
ſurers, and draw premiums in proportion to their riſks, 

To this ſet of men, therefore, it ſhould be left to 
give credit to merchants, as the credit they give is 
purely mercantile; and to banks alone, who give cre- 


dit on good private ſecurity, it ſhould be left to con- 


duct the great national circulation, which ought to 
ſtand upon the ſolid principles of private credit. 

From this example we may diſcover the juſneſs of 
the diſtinction I have made between private and mer- 
cantile credit: had I not found it neceſſary, 1. would 
not have introduced it. 


— 


CHAP. VII. 


ncerning the Obligation to pay in Coin, and the; Cn 
quences thereof. 


N all banks of circulation upon mortgage, the 
obligation in the note 1s to pay in coin, upon de- 
mand and in the famous book of Mr. Law, there-was 


a very neceſlary clauic added; to wit, that the coin 
was to be of the ſame weight, ineneſs, and deno- 


mination, as at the date of the note. This was, done, 
in order to prevent the inconveniencies which m iht 
reſult to either party, by an arbitrary raifing, or K- 
ing the denominations of the coin; a practice chen 
very familiar in France. 


This obligation to pay in coin, owes its origin to 
b 3 the 
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the low ſtate of credit in Europe at the time when 
banks firſt began to be introduced ; and it is not 
likely that any other expedient will ſoon be fallen 
upon to remove the inconventencies which reſult from 
it in domeſtic circulation, as long as the generality 
of people conſider all money, except coin, to be 
falſe and fictitious. | 

I have already thrown out abundance of hints, from 
which it may be gathered, that coin 1s not abſolutely 
neceffary for carrying on domeſtic circulation, and more 
will be ſaid on that ſubject, as we go along. But I 
am here to examine the nature and conſequences of 
this obligation contracted by banks, to diſcharge their 


notes in the current coin of the country, 


In the firſt place, it is plain, that no coin is ever 


(except in very particular caſes) carried to a bank, in 


order to procure notes. The greateſt part of notes 
iſſue from the banks, of which we are treating, ei- 
ther in conſequence of a loan, or of a credit given by 
the bank, to ſuch as can give ſecurity for them. The 
loan is made in their own notes; which are quickly 
thrown into circulation by the borrower ; who bor- 
rowed, becauſe he had occaſion to pay them away. 
In like manner, when a credit 1s given, the bank pays 
(in her notes) the orders ſhe receives from the perſon 
who has the credit : in this manner are notes com- 
monly iſſued from a bank, | 

Com, again, comes to a bank, in the common 


courſe of circulation, by payments made to it, either 


for the intereſt upon their loans, or when merchants 
and landed men throw the payments made to them 
into the bank, towards filling up their credits; and 
by way of a ſafe depoſit for their money. Theſe pay- 
ments are made to the bank in the ordinary circula- 
tion of the country. When there is a conſiderable 
proportion of coin in circulation, then the bank 
receives much coin; and when there is little, 
they receive little. Whatever they receive is laid by 
to anſwer notes which are offered for payment, but 
whenever a draught is made upon them for the mo- 
ney thrown 1n as above, they pay in paper, 2 
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As we are here ſearching after principles, not-after 
facts, it is out of our way to inquire what may be the 
real proportion of coin preſerved by banks of circula- 
tion, for anſwering the demand for it. | 

Mr. Megens, a very knowing man, and a very ju- 
dicious author, lately dead, who has writ a ſmall trea- 
tiſe in the German tongue, tranſlated into Engliſh, 


under the title of The Univerſal Merchant, delivers his 


ſentiments concerning the proportion of coin preſerv- 
ed in the bank of England, which 1 ſhall here tranſcribe 
in the tranſlators words. Sect. 60. 

The bank of England conſiſts of two forts of cre- 
ditors, the one of that ſet of men, who, in King Wil- 
liam's time, when money was ſcarce and dear, lent 
the public 1,200,000 pounds, at 8 per cent. intereſt, 
and 4000 pounds were allowed them for charges, a- 
mounting in whole to 100,000 pounds a 2 an ex- 
cluſive right of banking as a corporation for 13 years, 
under the denomination of the proprietors of the 
bank; and which, for obtaining prolongation of their 
privileges, has been ſince inereaſed by further loans 
to the public at a leſs intereſt, to near the ſum of 
1 1,000,000 pounds, which if we compute the inte- 
reſt at 3 per cent. (as what they have more on ſome 
part anſwers incident charges) it producss 330,000 
pounds a year; and as they divide annually 5 per 
cent. to their proprietors, which is 550,000 pounds, 
it is evident that they make a yearly profit of 220,000 
pounds, out of the money of the people who keep caſh with 
them, and theſe are the other fort of creditors : and 
as for what money the bank lends to the govern- 
ment, they have for the moſt part but 3 per cen. 
intereſt, I conclude that the credit caſb they have in their 
hands may amount to 1 1,000,000 pounds, and there- 
ou employed in loans to the government, dif- 
counting of bills, and in buying gold and filver 
7,333,2337 pounds, which at 3 per cent. intereſt or 
profit, will amount to the above 220,000 pounds, and 
remains 3,666, 666? pounds in caſh, ſufficient for cir- 


culation and current payments. And experience has 
B b 4 | evinced, 
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evinced, that whenever any miſtruſt. has occaſioned 
any run upon the bank for any continuance, and the 
people not finding the treaſure fo ſoon exhauſted as 
they ſurmiſed, it flowed in again faſter on the © 
hand than it was drawn out oa the other. | 
This gentleman lived long in England, He was 
very intelligent in matters relating to commerce; and 


his authority may, I believe, be relied on as much as 


on any other, except that of the bank itſelf ; which, 


it would appear, has ſome intereſt in keeping thoſe 


affairs a ſecret. 

We ſee by his account, that the bank of England 
keeps in coin ; of the value of all their notes in cireu- 
lation. With this quantity, buſineſs is carried on 


with great ſmoothneſs, owing to the proſperity of that 


kingdom, which ſeldom owes any conſiderable ba- 


lance to other nations. 


But the conſequence of the obligation to pay in 
coin, 1s, that when the nation comes to owe a balance, 
the notes which the bank had iſſued to ſupport dome- 
ſtic circulation only, come upon it for payment of a 
foreign balance; and thereby the coin which it had 
provided for home demand only, is drawn out. 

It is this circumſtance, above all others, which 
diſtreſſes banks of circulation. Were it not for this, 
the obligation to pay in coin might eaſily be diſcharg- 
ed; but when in virtue of this pure obligation, a 
heavy national balance 1s demanded of the bank, 
which has only made proviſion for the current and 
ordinary demand at home, it requires a little com- 
bination to find out, at once, an ealy remedy, 

This combination we ſhall, in the following chap- 
ters, endeavour to unfold ; it is by far the moſt in- 
tricate, and at the ſanie time the moſt important in 
the whole doctrine of banks of circulation, 

Another inconvenience reſulting from this obliga- 
tion to pay in coin, we have explained in the third 
book. It is, that the confuſion of the Engliſh coin, 
and the lightneſs of a great part of it, obliges the 
bank of England to purchaie the metals at a price 
far above that which they can draw back for _ 
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Chap. VIII. or POLITICAL OECONOMEY. * 
after they are coined. We have there ſhewn the great 
profit that might be made in melting down and ex- 
porting the heavy ſpecies. This profit turns out a 
real loſs to the bank of England, which is conſtantly 
obliged to provide new coin, in proportion as it is 
wanted. This inconvenience is not directly felt by 
banks, in countries where there is no mint eſtabliſhed. 

Here then is another bad co::{-quence of this obli- 
gation to pay in the metals, which a proper regulation 
of the coin would immediately remove. In countries 
which abound in coin, banking is an eaſy trade, when 
once their credit is well eſtabliſhed. It is only when 
either a foreign war, or a wrong balance of trade 
has carried off the metals, that the weight of this 
obligation to pay in coin is ſeverely felt, 
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How a wrong Balance of Trade affefts Banks of Cir- 
culation. 


T is commonly ſaid, that when there is a balance 

due by any nation, upon the whole of their mer- 
cantile tranſactions with the- reſt of the world, ſuch 
balance muſt be paid in coin, This we call a wrong 
balance. Thole who tranſact the payment of this 
balance, are thoſe who regulate the courſe of ex- 
change; and we may ſuppoſe, without the leaſt dan- 
ger of being deceived, that the courſe is always higher 
than the expence of procuring and tranſporting 
the metals; becauſe the overcharge 1s profit to the 
exchanger, who without that profit could not carry 
on his buſmeſs. 5 

Theſe exchangers, then, muſt have a commard of 
coin; and where can they get it ſo eaſily, and fo readi- 
ly, as from banks who are bound to pay in it? 

Every merchant who imporis forcign commodities, 
muſt be ſuppoted to have value in his hands from 
the ſale of them; but this value muſt conſiſt in the 
money of the country: if that be moſtly ank paper, 
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he muſt give the bank paper to the exchangers for a 
bill, whoſe buſineſs it is to place funds in thoſe parts 
upon which bills are demanded. The exchanger a- 
in (to ſupport that fund which he exhauſts by his 
raughts) muſt demand coin from the banks, for the 
notes he received from the merchant when he gave 
him the foreign bill. 
Beſides the wrong balances of trade tranſacted in 
this manner, which banks are conſtantly obliged to 
make good in coin, every other payment made to 
foreigners has the ſame effect. It is not becauſe it is 
a balance of trade, but becauſe it is a payment which 
cannot be made in paper currency, that a demand is 
made for coin, Coin we have called the money of the 
world, as notes may be called the money of the ſoci- 
ety. The firſt then muſt be procured when we pay 
a balance to foreigners; the laſt is full as good when 
we pay among ourſelves. 
It is proper, however, to obſerve, that there is a 
great difference between the wrong balance of trade, 
and the general balance of payments. The firſt marks 


the total loſs of the nation when her imports exceed 


the value of her exports; the ſecond comprehends 
three other articles, viz. 1. the expence of the natives 
in foreign countries; 2. the payment of all debts, 
principal and intereſt, due to foreigners ; 3. the lend- 
ing to other nations. | 

Theſe three I call the general balance of foreign 
payments: and theſe added to the wrong balance of 
trade may be called the grand balance with the world. 

Now as long as the payment of this grand balance 
is negotiated by exchangers, all the coin required to 
make it good, muſt be at the charge of banks. 

How then is this coin to be procured by nations 
who have no mines of their own ? 


CHAP. 
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How a grand Balance may be paid by Banks, without 
the aſſiftance of Com. | | 


I'D all the circulation of a country conſiſt in coin, 
this grand balance, as we have called it, would 
be paid out of the coin, to the diminution of it, 
We have ſaid that the acquiſition of coin, or of the 
precious metals, adds to the intrinſie value of a coun- 


try, as much as if a portion of territory were added 


to it, The truth of this propoſition will now ſoon ap- 
pear evident, kg! 

We have alfo ſaid, that the creation of ſymbolical 
money adds no additional wealth to a country, but 
only provides a fund of circulation out of ſolid proper- 
ty; which enables the propietors to conſume and to 
pay proportionally for their conſumption: and we 
have ſhewn how by this contrivance trade and induſ- 
try are made to flouriſh. | 

May we not conclude, from theſe principles, that 
as nations have coin, pay their grand balance out of 
their coin, to the diminution of that ſpecies of their 
property, ſo nations who have melted down their ſo- 
lid property into ſymbolical money, muſt pay their 


grand balance out of the ſymbolical money; that is to 


lay, out of the ſolid property of which it is the ſymbo] ? 

But this ſolid property cannot be ſent abroad; and 
it is alledged that nothing but coin can be employed 
in paying this grand balance. To this I anſwer, that 
in ſuch a caſe the credit of a bank may ſtep in, with- 
out which a nation which runs ſhort of coin, and 
which comes to owe a grand balance muſt quickly 
be undone. 

We have ſaid that while exchangers tranſact the 
balance, the whole load of providing coin lies upon 
banks. Now the whole ſolid property melted down, 
in their paper, is in their hands; becauſe ] corſider 
the ſecurities given them for their paper, to be the 
ſame as property itſelf. Upon this property, there wan 
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yearly intereſt paid to the, bank: this intereſt, then, 


muſt be engaged by them to foreigners, in lieu of 


what is owing to them by the nation; and when 
once a fund is borrowed upon it abroad, the reſt is 
eaſy to the bank. This ſhall be further explained 
as we go along. 

[ do not pretend that the common operation of pro- 
viding coin, when the grand balance is againſt a nation, 
is as {imple as I have repreſented it. I know it is not: 
and know alſo, that Iam not in any degree capable 
to explain the infinite combination of mercantile o- 
perations neceſſary to bring it about; but it is no leſs 
true, that theſe combinations may be ſhortened : be- 
cauſe when the whole of them have been gone through, 
the tranſaction muſt land in what I have faid; to wit, 
that either the grand balance muſt be paid out of the 
national ſtock of coin, or it muſt be furniſhed by fo. 
reigners upon a loan from them; the intereſt of which 
muſt be paid our of that part of the ſolid property of 
the nation which has been melted down into paper, 
I fay further, that were not all this ſolid property, 
ſo melted down, in the hands of banks, who there- 
by have eſtabliſhed to themſelves an enormous mer- 
cantile credit; there would be no poſſibility of con- 


ducting ſuch an operation: that is to ſay, there would 


be no poſſibility for nations to run in debt to nations, 
upon the ſecurity of their reſpective landed property, 
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Inſufficiency of temporary Credits for the Payment of a 


wrong Balance. 


HAVE faid, that when the national ſtock of 
coin is not ſufficient to provide banks with the 
quantity demanded of them, for the payment of the 
grand balance, that a loan muſt take place. To this 


it may be objected, that a credit is ſufficient to pro- 


cure coin, without having recourſe to a formal loan. 


The difference I make between a loan and a credit 
conſiſts 
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conſiſts in this, that by a credit we underſtand a tem- 
porary advance of money, which the perſon who 
gives the credit expects to have repaid in a ſhort 
time, with intereſt for the advance, and commiſſion 
for the credit; whereas by a loan we underſtand the 
lending of money for an indefinite time, with intereſt 
during non-payment. 2 55 

Now I ſay, the credit, in this caſe, will anſwer 
the purpole of ſupplying a deficiency of coin ; unleſs 
the deficiency has been accidental, and that a re- 
turn of coin, from a new favourable grand balance, be 
quickly expected. The credit willindeed anſwer the 
preſent exigency ; but the moment this credit comes 
to be replaced, it muſt be replaced either by a loan, 
or by a ſupply of coin; but, the ſuppoſition, coin is 
found to be wanting for paying the grand balance; 
conſequently, nothing but a Joan, made by the lenders 
either in coin, in the metals, or in a liberty to draw, 
can remove the inconvenience; and if recourſe be had 
to credit, inſtead of the loan, the ſame difficulty will 
recur, whenever that credit comes to be made good 
by repayment. 

Upon the whole, we may conclude, that nations 
who owe a balance to other nations, muſt pay it either 
with their coin, or with ſolid property; conſequent- 
ly, the acquiſition of coin is, in this particular, as 
advantageous as the acquiſition of lands; but when 


cCoin is not to be procured, the tranmiſſion of the ſo- 


lid property to foreign creditors is an operation which 
banks muſt undertake; becauſe it is they who are 
obliged either to do that, or to pay in coin. 


— Aol 
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| Car. XL 
Of the Hurt reſulting to Banks, auen they leave the Pay- 
ment of a wrong Balance to Exchangers. 


E have ſeen in a former chapter, how ex- 
changers and banks are mutually aſſiſtant to 
one another : the exchangers by ſwelling and ſupport- 
ing circulation; the bank by ſupplying them with 
credit for that purpoſe. While parties are united by 
a common intereſt, all goes well: but intereſt di- 
vides, by the ſame principle that it unites, No 
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No ſooner does a nation incur a balance againſt 
itſelf, than exchangers ſet themſelves to work to make 
a fortune, by conducting the operation of paying it. 


They appear then in the light of political uſurers, to a 


ſpendthrift heir who has no guardian. The guardian 
ſhould be the bank, who, upon ſuch occaſions, (and 
upon ſuch only} ought to inter poſe between the na- 
tion and her foreign creditors. This it may do, by 
conſtituting itſelf at once debtor for the whole ba- 
lance, and by taking foreign exchange into its hand, 
until ſuch time as it ſhall have diſtributed the debt 
it has contracted for the nation, among thoſe indi- 
viduals who really owe it. This operation perform- 
ed, exchange may be left to thoſe who make that 
branch their buſineſs, becauſe then they will find no 
opportunity of combining either againſt the intereſt 
of the bank or of individuals. | 

When a national bank negleQs fo neceſſary a duty, 
as well as ſo neceſſary a precaution, the whole claſs 
of exchangers become united by a common intereſt 
againſt it; and the country is torn to pieces, by the 
fruitleſs attempt it makes to ſupport itſelf, without 
the help of the only expedient that can relieve it. 

Thoſe exchangers having the grand balance to tranſ- 
act with other nations, make uſe of their cedits with 
the bank, or of its notes, to draw from it their coin, 
1n order to export it. This throws a great load up- 
on the bank, which 1s conſtantly obliged to provide a 
ſufficient quantity for anſwering all demands; for we 
have laid it down as a principle, that whatever coin 
or bills are neceſſary to pay this grand balance, in every 
way it can be tranſacted, it muſt ultimately be paid 
by the bank; becauſe whoever wants coin for any 
purpoſe, and has bank notes, can force the bank to 
pay in coin, or ſtop payment. 

It cannot, therefore, be ſaid, that exchangers do 
wrong; nor can they be blamed, in drawing from the 
bank whatever is wanted for the purpoſe of paying to 
foreigners what is their due; that is, what is juſtly 
owing to them, If they do more, they muſt hurt 


themſelves; becauſe whatever is ſent abroad more 
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than is due, muſt conſtitute the reſt of the world 


debtors to the country which ſends out their coin. 


The conſequence of this is to turn exchange againſt 


= and to make it favourable for the nation 
which is the creditor. In this caſe, were the creditors 
ſtil] to continue ſending coin abroad, they would 4% 
by that operation, for the ſame reaſon that they gain, 
by ſending it out when they are debtors. 

It is very common for banks to complain, when 
coin is hard to be procured, and when large demands 
are made upon them z they then alledge unfair deal- 
ings againſt exchangers; they fall ro work to eſti- 


mate the balance of trade, and endeavour to ſhow 


that it is not in reality againſt the country. 

But alas! this is —_— to the purpoſe; the ba- 
lance of trade may be very favourable, although the ba- 
lance of payments be greatly againſt the .country ; and 
both muſt be paid, while the bank has a ſhilling of 
caſh, or a note in circulation. So foon again as the 


grand balance is fairly paid off, it is impoſſible that 


any one can find an advantage in drawing coin from 
a bank, except in the ſingle caſe of melting down 
the heavy ſpecies, in nations which give their coin- 
age gratis. Of this we have treated at ſufficient 
length in another place. 

Banks may indeed complaip, that men of proper- 
ty are ſometimes ſending their money out of the 
country, at a time when it is already drained of its 
coin; that this raiſes exchange, and hurts the trading 
intereſt. 

Exchange muſt riſe, no doubt, in proportion as the 
grand balance is great, and difficult to be paid: But 
where does the blame lie ? Who ought to provide the 
coin, or the bills for paying this grand balance? Have we 
not ſhewn that it is the bank alone who ought to pro- 
vide coin for the ready anſwering of their notes ? Have 
we not ſaid, that the method of doing this is by ſacrifi- 
cing a part of the intereſt due upon the obligations 
in their hands, ſecured upon the ſolid property of 
the country, and by the means of foreign loans upon 


that fand, to procure either the metals themſelves, or 
| a power 


375 


376 


An INQUIRY Iro Tn PRINCIPLES BOOK IV. 


a power to draw on thoſe places where the nation's 
creditors reſide? n = 
Which of the two has moſt reaſon to complain, the 


bank, becauſe the inhabitants think fit to ſend their 


effects out of the country, being either forced ſo to 
do by their creditors, or chooſing ſo to do for their 


their private advantage; or the creditors of the bank, 


and the country in general, when, from the obſtruc- 
tions the bank throws in the way, when required to 
pay its notes, exchange is forced up to an exorbitant 
height; the value of what private merchants owe to 
ſtrangers is raiſed; and when, by diſcouraging trade 


in their hands, a general ſtop is put to manutactures 


and credit in general ? 

In a word, the bank has no reaſon to complain, un- 
leſs they can make it appear, how any perſon, ex- 
changer or other, can find an advantage in ſending 
coin out of the country, at a time when there 1s no 
demand for it; or when there is no near proſpect of 
it, which is the ſame thing? To ſay that a principle 
of public ſpirit ſhould prevent a perſon from doing 
with his property what is moſt to his advantage, in 
favour of ſaving ſome money to a bank, is ſnppo- 
ſing the bank to be the public, inſtead of being the 
ſervant of the public. 

Another argument to, prove that no profit can be 
made by ſending out coin, except when the balance 
is againſt a country, is, that we ſee all runs upon 


banks ſtop, the moment exchange becomes favoura- 


ble. Were there a profit to be made upon ſend- 
ing off coin, independently of the debts to be paid 
with it, which cannot be paid without it, the ſame 
trade would be profitable at all times. As this 1s 
not the caſe, it follows, that the principle we have 
laid down is juſt, to wit, that the balance due to 
foreigners muſt be paid by banks, while they have a 
note 1n circulation; and when once it is fairly paid 
by them, all extraordinary demands muft ceale. 

We now proceed to another point, to wit, What 


are the conſequences of circulation, when a great 


balance 


1 = — WF. Y-_D * * 


Chap XII. or POLITICAE OECONOMY. WT 
draws a large quantity of coin from the 
bank, and ſends it out of the country? etal, 
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' How the Payment of a wrong Balance affefts Circulation. 


1 AT I may communicate my ideas with the 
greater preciſion, I muſt here enter into a ſhort 
— of ſome principles, and then reaſon on a ſup- 
—_ "7 3 ; 04 

9210 has been ſaid, that the conſequence of credit and 
papet- money, ſecured on folid property, was to aug- 
ment the maſs of the circulating equivalent, in pro- 
portion to the uſes found for it. iS. 

Theſe uſes may be comprehended under two ge- 
neral heads. The firſt, payment of what one owes; 
the ſecond; buying what one has occaſion for: the 
one and the other may be called by the general term 
of ready- money demands. q 

Whoever has a ready-money demand upon him, 
and property at the (ame time, ought to be furniſhed 
with money by banks which lend upon mortgage. 

Now the ſtate of trade, manufactures, modes of 
living, and the cuſtomary expence of the inhabitants, 
when taken all together, regulate and determine what 
we may call the maſs of ready- money demands, that 
is, of alienation. To operate this multiplicity of 
payments, a certain proportion of money is neceſſary. 
This proportion again may increaſe or diminiſh! ac- 
cording to circumſtances; although the quantity of 
alienation ſhould continue the ſame. go. 

To make this evident, let us ſuppoſe the accounts 
of a whole city kept by one man; alienation will go 
on without any payment at all, until accounts are 
cleared; and then nothing will be paid, but general 
balances upon the whole. This however is only hy 
the bye. The point in hand is to agree, that a cer- 
tain ſum of money is neceſſary for carrying on do- 

Vol. II. C.-C 133 meſtic 
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theſtic alienation; that is, for ſatisfying read 


reaſon); cuſtom has eſtabliſned it, and with cuſtom 
even ſtateſmen muſt com ˙ i.. 
The paper-money is generally made payable in 
coin; from cuſtom alſo. Now, according to the 
mafmers of the country, mote os Jeſs. coin is required 


for domeſtic circulation. Let it be obſerved; that 


= - 


hitherto we have not attended to foreign circulation, 


bf which preſently ; and I ſay, that the manners of a 


country may make more or leſs coin neceſſary, for 


circulating the ſame quantity of paper; merchants, 
for inſtance, circulate much paper and little coin; 


gameſters much coin, and little paper: one example 


is ſufficient. Ai ng fon 
Let this quantity of coin, neceſſary for circulating 
the paper- money, be called (B), and let the paper be 
called (C); conſequently (A) will be equal to the ſum 
of (B) and (C. Again, we have faid, that all ba- 
lances owing by nation to nation, are paid either in 
coin, in the metals, or in bills; and that bank paper 
can be of no uſe in ſuch payments. Let the quantity 
of the metals, coin, or bills, going out or coming into 
the country for payment of ſuch balance, be called (D.) 
Theſe ſhort deſignations premiſed, we may reaſon 
with more preciſion. (A) is the total maſs of rnoney 
(coin and paper) neceſſary at home : (A) is compoſed 
of (B) the coin, and of (C) the paper, and (D) ſtands 
for that maſs of coin, or metal, or bills, which: goes 
and comes according as the grand balance is favout- 
able or unfavourable with other nations; _ 
Now, from what has been ſaid, we may deter- 
mine, that there ſhould at all times remain in the 
country, or in the bank, a quantity of coin equal to 
); and if this be ever found to fall ſhort, the; bank 
does not diſcharge its duty. It is unneceſſary to de- 
termine what part of (B) ſhould be locked up in the 
bank, and what part ſhould remain in circulation : 
banks 
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banks themſelves cannot determine that queſtion: 
all we need to ſay is, that it is the profit of banks 
to aceuſtom people to the uſe of paper as much as 
poſſible; and therefore they will draw to themſelves 
as much coin as they can. : 21 

When a favourable balance of trade brings exchange 
below par, and brings com into the country, the con- 
ſequence is, either to animate trade and induſtry, to 
augment the maſs of payments, to ſwell (A), and 
ſtill to preſerve (O) in circulation; or to make (A) 
regorge, ſo as to fink the intereſt of money below the 
bank lending price; and then people will carry back 
the regorging part of (C) to the bank, and withdraw 
their ſecurities; which is conſolidating, as we have 
called it, the property which had been formerly melted 
down, for want of this eireulating equivalent (money). 

This is conſtantly the conſequence of a ſtagnation 
of paper, from an overcharge of it, thrown into cir- 
culation. It returns upon the bank, and diminiſhes 
the maſs of their ſecurities, but never that of their 
coin. | 

From this we may conclude, that the circulation 
of a country can only abſorb a determinate quantity 
of money (coin and paper); and that the leſs uſe they 
make of coin, the more uſe they will make of paper, 
and vice verſa. 

We may alſo conclude, that when trade and aliena- 
tion increaſe, ceteris paribus, fo will money; that is, 
ſome of the folid property formerly melted down, will 
conſolidate, as we have called it. 


Theſe viciſſitudes in the maſs of circulation are not 


peculiar to paper currency. In countries where no- 
thing circulates but the metals, the caſe is the ſame; 
only the operation is more auk ward and expenſive. 
When coin becomes ſcarce there, it is hardly poſſible, 
in remote provinces, to find any credit at all: and in 


the center of circulation, the uſe of it (intereſt) muſt 


riſe very conſiderably, and ſtand high for ſome time, 
before even intelligent merchants will import bullion 
to the mint; which is the only bank they have to fit it 
for circulation. When the metal is coined, then "oy 
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of property are enabled to borrow, or to ſell their 


lands. On the other hand, when a favourable balance 
pours in a ſuperfluity of coin, and at the ſame time 


cuts off the demands of trade for ſending it abroad, 


it frequently falls into coffers; where it becomes as 
uſeleſs as if it were in the mine; and this clumſy cir- 
culation, as I may call it, prevents it from coming 
into the hands of thoſe who would have occaſion for it, 
did they but know where to come at it. Paper, on 
the other hand, when banks and trade are well eſta- 
bliſhed, is always to be found. Thus, in an inſtant, 
paper-money either creates or, extinguiſhes an intereſt 

ual to its value, in favour of the poſſeſſor. No part 
of it lies dead, not for a day, when employed in 
trade: it is not ſo of coin. 

We muſt now ſuppoſe a bank eſtabliſhed in a coun- 
try which owes a balance to other nations. 
In this caſe, the bank muſt poſleſs, or be able to 
command, a ſum of coin or bills equal to (B) and (D); 
(B) for domeſtic, and (D) for foreign circulation, 

Thoſe who owe this balance (D), and who are ſup- 


| poſed to have value for it, in the currency of the 


country, in order to pay it, muſt either exhauſt a 
part of (B), by ſending it away, or they muſt carry a 
part of (O) to the bank, to be paid for in coin. If 
they pick up a part of (B) in the country, then the 
coin 1n circulation, being diminiſhed below its pro- 
portion, the poſſeſſors of (C) will come upon the bank 
for a ſupply, in order to make up (B) to its former 
ſtandard. Banks complain without reaſon. If they 
carry part of (C) to be changed at the bank, for the 
payment of (D), they thereby diminiſh the quantity 
of (C); conſequently there will be a demand upon 
the bank for more notes, to ſupport domeſtic circula- 
tion ; becauſe thoſe which have been paid in coin are 
returned to the bank, and have diminiſhed the maſs 
of (C); which therefore muſt be replaced by a new 
melting down of ſolid property. Fr 

Now I muſt here obſerve, that this recruit, iſſued 
to fill up (OC) to the level, is an addition made to the 
maſs of ſecurities formerly lodged with the bank 1 
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and repreſents, not improperly, that part of the landed 
property of a country which the bank muſt diſpoſe of 
to foreigners, in order to procure from them the 
coin or bills neceſſary for anſwering the demand of (D). 


When notes, therefore, are carried to the bank 


for payment of debts due to the bank, they then di- 
miniſh the maſs of ſolid property melted down in the 
ſecurities lodged in the bank: but when notes are car- 
ried to the bank, to be converted into coin or bills; 
for foreign exportation, they do nor diminiſh the maſs 
of the ſecurities: on the contrary, the conſequetice 
is, to pave the way for the augmentation of them; 
becauſe I ſuppoſe that the notes, ſo given in to the 


bank, and taken out of the circle, are to be replaced 


by the bank to domeſtic circulation, to which they 
belonged ; and the bank muſt be at the expence of 
turning the value of theſe additional ſecurities granted 
for them into coin or foreign bills. 

Is not this quite conſiſtent with reaſon, fact, and 
common ſenſe? If a country contracts ' debts to fo- 
reigners, is it not juſt the ſame caſe as when one man 
contracts a debt to another in the ſame ſociety ? Muſt 
not the ultimate conſequence of this debt be, that it 
mult be paid, either with the coin, with the move- 
ables, or with the ſolid property of the debtor, trans- 
ferred tothe creditor, in lieu of the money owing ? 

When a nation can pay with its coin, or with its 
effects, (that is to ſay, with its product and manu- 
factures) the operation is eaſily and mechanically per- 
formed by the means of trade: when theſe objects are 
not ſufficient; or when land, or an annual and perpe- 
tual income out of it, muſt make up the deficiency, 
then more ſxill and expence is required; and this ex- 
pence falling upon banks, makes their trade leſs lu 


crative than in times when commerce ſtands at par, ot 


is bringing in a balance. ö 

Were trade to run conſtantly againſt a country, the 
conſequence would be, that the whole property of it 
would, by degrees, be transferred to foreigners. This 
the bank of St. George at Genoa has operated with 
regard to Corſica, as has been obſerved. But in that 
CL. caſe, 
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caſe, banks never could neglect laying down.a-plan 
hereby to avoid the loſs they caſually ſuſtaip, when 
duch a revolution comes e or e up- 


on them. 


The method would be, to eſtabliſh an annual lub. 


| ſcription abroad, for borrowing a ſum equivalent to 


the grand halance; the condition being to pay the in- 
tereſt of the ſubſcriptions out of the revenue of the 
country. 

If the ſecurity offered be good, there is no fear but 
ſubſcribers will be found, while there j is an Sas of 
gold and ſilver in Europe. 

The bank of England bas an expedient of thier 
nature, in what they call their circulation; which is a 


premium granted to certain perſons, upon an obliga- 


tion to pay a certain ſum of coin upon demand. This 
5 done with a view to anſwer upon preſling occaſions. 
ut England being a proſperous trading nation, which 


| ſeldom has any conſiderable grand balance againſt her, 


(except in time of war, when the public borrowings 
ſupply in a great meaſure the deficiency, as ſhall be 
afterwards explained) this bank circulation. is turned 
into a job; the ſubſcriptions being lucrative, are diſ- 
tributed among the proprietors themſelves, whon make 
no proviſion. for the demand; and were it again to 
come, (as has been the caſe) the ſubſcribers. would, 
as formerly, make a call on the bank itſelf, by pick- 
ing up their notes, and paying their ſubſcriptions with 
the bank's own coin, 

To obviate this inconvenience,. which was ſeverely 
felt in the year 1945, the bank of England ſhould 
have opened a ſubſcription in ſome foreign country; 
Holland, fo: example; where ſhe might have. pro- 
cured large quantities of foreign coin: ftich-a ſea- 
ſonable ſupply would have proved a real augmenta- 
tion of the metals; the ſupply they got from their 
own domeſtic ſubſcribers was only fictitious“. 

But 


At this time there was another circumſtance, bebdes the de- 
mand of a balance to be pain abroad, which diſtreſſed. the bank, 
viz, a ſuſpicion which took place, that if the rebellion had ſuc- 
ceeded, the credit of the bank voy have totally failed. 1 
3 
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But banks in proſperous trading nations ſit down 
with caſual and temporary inconveniencies; and” ex 
changers carry on a profitable trade, whether the na- 
tion be gaining or loſing all the While. Fot ſuch na- 
3 tions; and-fuch. only; are banks advantageous. Were 
4 banks eſtabliſhed in Spain, Porta al; or any otlier 
c 


— which pays a conſtant balafce from the pro- 
duce of; their mines, they would only help on "their 
ruina little faſter. 

In the infancy of banking, and in countries — 
the true principles of the trade are not well under- 
ſtood; e find banks taking a general alarm, when-" 
F ever a Wrong balance of trade occalions a run upon 
þ them. This terror drives them to expedients for 
F mis an their credit; Which we are now to exa- 
ö which we ſhall find to have a quite coerary 


, per better: to plata this banden we muſt 
recall to mind, chat the payment of the grand balance 
in coin or bills 16 unavoidable to Banks. We have 
ſaid that this balance is commonly paid by exchangers, 
who pick up the coin iu eireulation; a'thing the bank 
cannot prevent. This we have called exhauſting a 
part of (B): the conſequence of this js, to make the 
proprietors of (C) .come upon the bank, and demand 
coin for filling up (B): to this the bank muſt alſo 
agree. But by theſe operations (C) comes to be di- 
miniſhed, below the level neceſſary for carrying on 
trade, induſtry, and alienation ; upon which have 
ſaid there — comes an application to the ban 
to give more credit, in order to ſupport domeſtic 
circulation, which it complied with, more fold pro- 
perty is conſequently melted down. 

This ſwells the maſs of ſecuriti-s, and en (A) 
to its former level. But here the bank has an option 
wack more OT in the former Po it had 

none. 

This very * poipts out the great ente of banks vpon 
mortgage of private credit. 

We have ſaid, that the credit of ſuch barks gugbt to he eſta- 
bliſhed upon the principles of private lecurities only. If their 


notes be iffued upon fold} property, then no rebellion can influ- 
ence them: but of this more hereafter. 
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none. Now if the bank, from a terror of being 


drained of coin, ſhould refuſe to iſſue notes upon new 
credits, for the demands of domeſtic circulation; in 


this caſe, I ſay, they fail in their duty to the nation, 
as banks, and hurt their own intereſt.” As to their 
duty to the nation, I ſhall not inſiſt upon it; but I 


think I can demonſtrate that they fail in point of com- 


bination, with reſpect to their own intereſt, and that 
is enough. 1 H e | 
I fay, then, that as long as there is one fingle note 


in circulation, and any part of a grand balance owing, 


that note will come upon the bank for payment, with 
out a poſlibility of its avoiding the demand. Refuſing 
therefore credit, while any notes remain in the hands 
of the public, is refuſing an intereſt which may help 
to make up the paſt loſſes : but of this more hereafter. 


In the next place, I think I have demonſtrated, 
that ſo ſoon as the grand balance is paid, it is impoſlible 


| that any more demands for coin can come upon the 


bank for exportation. Why then ſhould a bank do 
ſo ſignal a prejudice to their country, as to refuſe to 
lend them paper, which the ready-money demands of 
the country muſt ſuſpend in circulation? And why 
do this at ſo great a loſs to themſelves? It has been 
faid above, and I think with juſtice, that this recruit, 
iſſued to fill up circulation, adds to the maſs of bank 
ſecurities, and very properly repreſents that part of 


the income of the ſolid property of the country, which 
the bank muſt diſpoſe of to foreigners, in order to 


procure from them the coin or bills neceſſary for an- 
ſwering the demand of payment of a grand balance. 
In this light nothing can appear more jmprudent, 
than to refuſe credit. moor ringed 42 

A bank is forced to pay to the laſt farthing of this 
balance; by paying it, the notes that were neceſſa 


— 


for circulation are returned to them; and they refu 


to replace them, for fear that their ſupplying circu- 
lation ſhuuld create a new balance againſt them! This 
is voluntarily taking on themſelves all the loſs of 
banking. and rejecting the advantages. | 
Such management can only be prudent when the 
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circulating notes of a bank are very few, and when | 
the balance is very great. In that caſe, indeed, were 
the thing poſſible, it might be prudent to give over” 
bankin * a while, till matters took a favourable 
turn. But if we ſuppoſe their notes to exceed the 
balance due, then all the hurt which can be done is 
done already; and the more notes are iſſued, and the 
more credit is given, ſo much the better; becauſe 
the intereſt upon all that is iſſued above the balance, 
muſt be clear profit to the bank. - 

To bring what has been faid within a narrower 
compaſs, and to lay it under our eye at once, let us 
call the domeſtic circulation of a country, Ware a 
bank is eftabliſhed, (A). | 

The ſpecie itſelf, to carry it on, (B). 

The balances to other nations, (D). 

The bank muſt have a command of credit and coin 
equal to the ſum of (B) and (D). If they have the Va- 
lue of (O) in any foreign place, where a general cir- 
culation of exchange is carried on; then they have 
only occaſion for (B) at home, and can furniſh bills to 
— amount of (D). 

If (O), in conſequence of bills drawn, ſhall come to 
be exhauſted, the bank muſt n it again, by new 
contracts, to ſtrangers. 

Baut as ſoon as (D) is paid, either in coin or in bills, 

. then whatever coin is drawn from the bank, and ſent 
away by private people, (exchangers, &c.) muſt form” 
a balance due to the country; which balance will 
render exchange favourable, and will occaſion a loſs 
to thoſe who ſent away the coin, In this caſe, the 
more credit the bank gives, ſo much more will their 
profits increaſe. _ 

To conclude ; Let banks never complain of thoſe 
who demand coin of them, except in the caſe when 
it is demanded in order to be melted down, or for 
domeſtic circulation, which may as well be carried 
on with paper. 

And fo foon as a demand for coin to pay a foreign 
balance begins, it is then both the duty and intereſt 
of all good citizens to be as aſſiſtant as poſſible to 

banks, 
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banks, by contenting themſelves with paper for their 


own occaſions, and by throwing into the bank all 


the coin which caſually falls into their hands. As to 
duty, I ſhall offer no argument to enforge it. But I 
ſay it becomes a national concern to aſſiſt the bank; 
ban the loſs incurred by the bank in procuring 


coin, falls ultimately on every individual, by railing 


exchange ; conſequently, prices, by raiſing the intereſt 
of money to be borrowed ; and Jaſt. of all, by conſti- 
tuting a perpetual intereſt to be paid to foreigners, 
out of the revenue of the ſolid property of the coun- 


try. Upon ſuch occaſions, a good citizen ought to 
bluſh at pulling out a purſe, when his own intereſt, 


and that of his country, ſhopld make bn Aatiohed 
with a pocket book. 
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CHAP. xt 


upon which Banks ought to borrow OY and 
* credit at Home. 


N every queſtion relatiye to this ſubject, we t 


return to principles. This is the only ſure me- 
thod of ayoiding error. The intelligent reader, thete- 
fore, muſt excuſe ſhort repetitions, and conſider 
them as a ſacrifice he is making to thoſe of flower ca- 
pacities, to whom they are uſeful. 

The principle of banking upon mortgage, is tolend 
and give credit to thoſe who have property, and a 
deſire to melt it down. This is calculated for the 
benefit of trade, and for an encouragement to induſ- 
try. If ſuch banks, therefore, borrow, it muſt be 
done conſiſtently with the principles upon which their 
banking is founded. If the borrowing ſhould tend to 
deſtroy thoſe advantages which their lending bad pro- 
cured, then the operation is contrary to principles, 
and abuſive. So much for recapitulation. 

While trade flouriſhes and brings in a balance, 
banks never have occaſion to borrow ; it is then 


they 


Continuation of the ſame Subject; and of the Principles 
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they lend and give credit. This, I believe, we may 
take for granted. | % 90 03} engl © (C3834 
When the country | where the bank is eftabliſhed 
begins to oe @ balance to other nations, the bank, 
as we have ſcen in the laſt chapter, is obliged to pay 
it in coin or in bills. We have there ſhewn, that in 
ſuch caſes it is inconſiſtent with their principles and 
intereſt, ta withhold lending and giving credit, ſo far 
as is neceſſary for keeping up the fund of circulation 
to that ſtandard. which alienation and ready money 
e 
Io refuſe credit, and at the ſame time to borrow 
at home, muſt then, at firſt ſight, appear to be doubly 
inconſiſtent. But in order to ſet this point in the 
cleareſt light I am capable, I ſhall reaſon upon a ſup- 
poſition analogous to the ſituation of the Scotch banks, 


4 


and-by that means avoid abſtraction: as much as I can. 


Let me then ſuppoſe that Scotland, during the laſt 
years of the war ended in 176g; and ever ſince (I 


write in 2564) from the nnavoidable diſtreſs of the 


times, was obliged; 1. to import conſiderable quan- 
tities of grain in ſome bad years; 2. to refund the 
Engliſh loans of money ſettled there in former times; 
3. to furniſh ſume of the inhabitants wath funds, which 
they thought fit to place in England; 4. to pay the 
amount af additional taxes impoſed during the war; 
while, at the ſame time, ſeveral of the ordinary re- 
ſourees were withdrawn ; ſuch as, 1::@ great part of 
the ioduſtrious inhabitants Who weht to tupply the 
fleets and armies; 2. the abſence of the ordinary con- 

tingent of troops; and g. the cutting off ſeveral bene- 
ficial articles of commerce. Let me ſuppoſe, I fay, 
that from a combination of theſe loſſes incurred; and 
advantages ſuſpended, Scotland has loft aynually, for 
eight years paſt, two hundred thouſand pounds. tam 


no competent judge of the exactneſs of this eſtimate, 


it is of no conſequence to the argument; but I think 

] am far beyond the true computat ion 
On the other hand, let me ſuppoſe, that the ſum of 
currency in paper, ſufficient (with the little coin there 
was) to circulate the whole of the alienations in _ 
and, 
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land, (that is to ſay, the whole domeſtic circulation, 
ſuppoſing no balance to be owing to England or other 
countries) to be one million ſterling. 1 am perſuaded 
I am here below the true eſtimate, but no matter. 

Is it not evident, from this ſuppoſition; and from 


the principles we have been deducing, that unleſs the 


banks of Scotland had alienated annually in favour of 
England, a fund for paying the intereſt of two hun- 
dred thouſand pounds capital, and either brought 
down: the coin, or given bills on London for the ſum 


of that capital every year; that the million of Scots 


currency would have been diminiſhed in proportion to 
the deficiency ; and would not the conſequence of that 
be, ceteris paribus, to bring the currency below the 
demand for it; and, conſequently, to hurt trade, 
induſtry, and alienation ? & | 


England, a fund equal to ' this grand balance, (as I 
have ſaid they ſhould do) to remain in conſternation 
and inactivity, giving the whole of their attention to 
the providing coin and bills to ſupply the demand of 


_ exchangers, whoſe buſineſs it is to ſend out this annual 


balance ; what will the conſequence be ? | 

l anſwer, that if the banks, in ſuch a caſe, do not 
follow the plan I have propoſed, the conſequence will 
be, that two hundred thouſand pounds of their paper 
will be, the firſt year, taken out of the domeſtic cir- 
culation of Scotland; will be carried to the bank, 


and coin demanded for it. If the coin is found in 
the bank, it is well; it goes away, and leaves the 


paper circulation of Scotland at 800, oo l. This 
void muſt occaſion applications to the bank for cre- 
dits to ſupply it. Is it not then the intereſt 'of the 
bank to ſupply it? We have ſaid in the former chap- 
ters that it is. But now let us ſuppoſe jt objected, 
that if banks ſhould iſſue notes at ſuch a time, their 
caſh having been exhauſted, they would be obliged 
to ſtop altogether, upon a return of thoſe notes iſſued 
upon additional credits. | 
To this I repeat again, becauſe of the importance 


of the ſubject, that notes iſſued to ſupport the — 
| a 8 0! 
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of circulation never can return upon the bank, ſo as 
to form a demand for coin; and if they do return, it 
muſt be in order to extinguiſh the ſecurities granted 
by thoſe who have credit in bank (I except always 
that regular demand for coin, at all times neceſſary 
for circulating the paper for domeſtic uſes) and if 
thoſe notes return of themſelves, without being called 
in, this phenomenon would be a proof that circulation 
is diminiſhing of itſelf : but ſuppoſing ſuch a caſe to 
happen, it is plain that ſuch return can produce no 
call for coin; becauſe when the notes return it is not 
for coin, but for acquitting an obligation or mort- 
gage, as has been often repeated. - | 


Notes are paid in, I ſay, becauſe circulation has 


thrown them out. Now if circulation has thrown 
them out as ſuperfluous, it never can have occaſion 
for coin in their ſtead ; ' becauſe coin anſwers the ſa 
purpoſe. 10 410 2 

But then it is urged that they do not return, be- 
cauſe circulation has thrown them out, but becauſe 
coin is wanted: be it ſo. Then we muſt ſay, that 
circulation is not diminiſhed, as we at' firſt ſuppoſed; 
but that the return of another year's balance, makes 
a new demand for coin neceſſary. EIN 


Now I aſk, how the withholding this 200,000 1. 


from circulation, after the firft year's drain, can pre- 
vent the balance from returning ? There are by the 
ſuppoſition ſtill 800,000 J. of notes in the country; 


will not exchangers get hold of two hundred thouſand 


out of this fund, as well as out of the million ? For 
he who owes, mul pay, that is, muſt circulate. It is 
only the circulation of the induſtrious, of the rich, 
in ſhort buying, that is to ſay, voluntary circulation, 
which is ſtopped for want of currency : paying, that 
is, involuntary circulation, never can be ſtopped ; deb- 
tors muſt find money, as long as there is any in the 
country, were they to give an acre for a ſhilling, or 
a houſe for half a crown. Now thofe who owe this 
foreign balance are debtors ; conſequently, they muſt 
draw 200,000 J. out of circulation, the ſecond year 
as the firſt, whether the ſtandard million be filled up 
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or not. The withholding, therefore, the credits de- 


manded upon the firſt diminution, has not the ſeaſt 


effect in preventing the demand for coin the year fol 
lowing: it only diſtreſſes the country, raiſing ex- 
change, and the intereſt of money, by rendring mo- 
hey ſcarce; and what is the moſt abſurd of all, it 


deprives the bank of 10,0001. a year intereſt, at g 


per cent. upon 200, oo0 J. which it may iſſue anew. 
Suppoſe again, that a ſecond year's demand for a 
balance of 200,000]. comes upon the bank: if the 
coin is out, as we may ſuppoſe that after ſuch a drain 
it will not be in great plenty, expedients muſt be fal- 
len upon. In ſuch a caſe, if the bank does not at once 
faitly bortow at London (without any obligation to 
repay the capital) a ſum of 200,000 J. and pay for it 
a regular intereſt, according to the rate of money, 


with an obligation to pay, as government does, half- 


yearly, on the change of London, it will be involved 
in expedients which will create a monſtrous circulati- 
on of coin in the bank, perhaps double of the ſum 
required, and all thoſe operations will land in the end 


(as to the bank) in paying the intereſt of this ſum out 
of the maſs of its ſecurities or ſtock. If the bank 


ſhould borrow this 200,000 J. in London, in the man- 


ner we have ſaid, the circulating fund of coin will be 


nowiſe diminiſhed ; there will be no call extraordi- 
nary, no riſing of exchange; the bank will have his 
in its hands; and if it rites, it is the bank, not the 
exchangers who will profit by it. | 
But let us ſuppoſe that inſtead of this, it ſhould 
have recourſe to temporary credits upon which the 
capital is conſtantly demandable, or to other expedi- 
ents ſtill leſs effectual for anſwering the call which is 
to come upon it for the ſecond year's balance : what 
will be the conſequence? To this I anſwer, that 
thoſe merchants, or others who owe the balance, will 
apply to exchangers for bills, for which they muſt pay 


a high exchange: theſe bills will be bought from the 


exchangers with notes, (taken out of circulation) and 
will reduce this to 600,000 J. the exchangers will car- 
ry theſe to the bank and demand coin, Fa 
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ſhould make uſe of an optional clauſe, to pay in ſix 
months, with intereſt at g per cent. the exchangers will ob- 


tain ſix months credit at London, and in conſequence of 


that, their bills will be honoured and paid. This cre- 
it coſts them money, which is added to the exchange : 


the bank, at the end of ſix months, pays in coin, 


which: in the interval it muſt provide from London. 
lt pays alſo fix monthe· intereſt upon the paper formerly 
preſecned. by the exchanger : add to the account, that 
bringing down the coin muſt coſt the bank at leaſt 12 
ſhillings per hundred pounds, and as much more to 
the exchanger who receives it in order to fend it back 
again; and after all theſe intricate operations which 
have coſt ſo much trouble, ill blood, ſtagnation and 
diminution of circulation, expence in exchange to 
the debtors of the balance, ſtreſs of etedit upon ex- 
changers for procuring ſo large advances with com- 
miſſion, &c, expence to the bank in 3 coin, 
expence to the exchangers in returning it; after all, 
I fay, the operation lands in this: that 200,0001, of 
notes, taken out of the circulation of Scotland, re- 
turns to the bank who muſt have provided, at laſt; 
either coin, or credit at London for them. This re- 
turn of 200,000 ,. of notes does not diminiſh the maſs 
of thoſe obligations lodged in the bank, in virtue of 
which they are creditors upon the proprietors of Scot- 
land; conſequently the bank has conſtituted itſelf deb- 
tor to England for thoſe funds which have been torn 
from it in the manner above deſcribed : conſequently; 
had it, by a permanent loan, conſtituted itſelf volun- 
tarily debtor to England from the beginning, it would 
have paid no more, nay leſs than it has been obliged 
to pay; circulation would not have loſt 200,000 J. 
and the bank would have had the intereſt of 200,000 L 
added to its former ſecurities, which would compen- 
ſate (pro tanto at leaſt). the expence of borrowing 
that ſum in England upon a permanent fund. In- 
ſtead of which it compenſates the intereſt of a tem- 
porary loan, with the fame ſum of intereſt taken out 
of the ſecurities in its hand. If, therefore, from an 
ill grounded fear of iſſuing as much paper as is des 
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manded, it ſhall withhold it, there reſults to itſelf a 
loſs equal to the intereſt of what it refufes to lend; 
that is to fay, there is a lucrum ceſſans to the bank of 
the intereſt of this 200,00 l. at g per cent. or at 
10,0007. a year, which other banking companies will 
fill up, arid thereby extend their circulation. | 

If, beſides refuſing credits, it ſhould call in any 
part of thoſe already given, it ſtill diminiſhes cir- 
culation : but then by that operation it diminiſhes 
the maſs of its ſecuritres, and fo diminiſhes the ſum 
of the intereſt annually paid to itſelf. If it goes fur- 
ther and borrows money at home, ſuch loans will 
be made in its own paper, which will diminiſh further 
the maſs of circulation; and if it goes on recalling 
the credits and mortgages, 1t will ſoon draw every bit 
of its paper out of circulation and remain creditor 
upon Scotland only for the balance it has paid to 
England on her account. Such are the confequences, 
when a bank which lends upon private ſecurity with- 
holds credit, at a time when a national balance 1s due, 
and when applications are made to it for new cre- 
dits, to fill up the void of circulation occaſioned by 
the operations uſed for the payment of the balance: 
ſuch alſo are the additional fatal conſequences, when 
to this it adds fo inconſiſtent an operation as that 
of borrowing in its own notes, or recalling the credits 
it had formerly given. 

By the firſt ſtep it only appears paſſive in allowing 
natural cauſes to deſtroy both the bank and the nation, 
as I think has been proved. 

By the ſecond, it is active in deſtroying both it- 
ſelf and the country, 

What benefit can ever a bank which lends upon 
private ſecurity reap by borrowing within the coun- 
try of which it is the center of circulation; nay, what 
benefit can it ever reap from withholding its notes 
from thoſe who can give good ſecurity for them! 


Every penny it borrows, or calls in, circumſcribes 
After 


its own profits, while it diſtreſſes the country 
all the combinations I have been able to make, I can 
diſcoyer but one motive which (through a falſe light) 

: may 
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may engage a bank to this ſtep, to wit, jealouſy of 
po A — 2 * n | W | 
As this ſpeculation is deſigned to illuſtrate the prin- 

ciples of circulation, from circumſtances relative to 

the preſent ſtate of the Scotch banks, let us call all 

things by their names, | | 

The banks of Edinburgh reſemble, more than any 
other in Scotland, a national bank. Let me then ſup- 
poſe all that can be ſuppoſed, viz: that the abundance 
of their paper has given occaſion to leſſer banks to 
pick up from them every ſhilling of coin which theſe 
leſſer banks have ever had; and that theſe have had the 
addreſs alſo to throw the whole load of the balance 
upon thoſe of Edinburgh: let this be ſuppoſed, 
more cannot, and let us allow further, that this muſt 
ever continue to be the caſe. In theſe circumſtances, 
what motive can the banks of Edinburgh have for 
withholding credit from thoſe who are able to give 
ſecurity ? What motive can they have for borrowing 
up their own notes ? £674 

Indeed I can account for this plan of management 
in no other way than by ſuppoſing, that diſguſted 
at the long continuance of an unfavourable balance 
of trade againſt their country, and vexed to find the 
whole load of it thrown upon themſelves, they have 
taken the reſolution to abandon the trade, and are ta- 
king this method of recalling their paper IT 

Let me ſuppoſe the contrary, and I ſhall not be 
able to diſcover how it is poſſible that ſuch a con- 
duct can turn to their own advantage, throwing out 
all conſideration of the public good, which for ſome 
time, no doubt, muſt be greatly hurt by it. 

As long as any conſiderable quantity of their notes 
is in circulation, and that the principal exchangers 
reſide at Edinburgh, they never can avoid the loſs 
of paying the balance; and by refuſing to fill up the 
void occaſioned by the return of their notes, they de- 
liver the whole profit of replacing them to the other 
banks, their rivals. | | 

Let me next eſtimate the loſſes they ſuſtain by 
furniſhing coin to the other banks, and for the pay- 
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ment of the balance; and then compare theſe with 
what they loſe by not keeping circulation full; + 
I ſhall ſuppoſe the balance to coſt them two hun- 
dred thouſand pounds per annum; and I ſhall ſuppoſe 
that all the leſſer banks put together have occafion 
for two hundred thouſand pounds in their cheſts : Is 
not this computation far above what can poſſibly 
be ſuppoſed ? | 
Will it be allowed that if the banks of Edinburgh 
willingly ſubmit to pay the whole of the bills of 
exchange demanded on London, for this balance, 
they will have at leaſt the preference in replacing that 
ſum to circulation ? | 
If they pay the balance of 200,000 1. a like ſunt 
of their notes muſt come in to them, without dimi- 
niſhing one ſhilling of the intereſt paid upon the ſe- 
curities lodged in their banks; conſequently, the 
only loſs incurred is the difference between the inte- 
reſt they receive, which is +5 per cent. and what it 
would coft them to borrow a like ſum in London, and 
to remit the intereſt of that ſum four times a year. 
Now the value of a 4 per cent. is at preſent about 
; fo in paying 205. per quarter on the change of 
ondon, the Edinburgh banks may have at London 
a capital of 96 Let me call it only 94 /. ſuppoſing 
their credit not to be quite ſo good as that of the funds. 
I think it as good to the full; and I am ſure it is ſo. 
At this rate, the 200, oo0 J. will coſt them an intereſt 
of 8870 inſtead of the 10,0001. whieh they will re- 
ceive for the like ſam added to their former ſecuri- 
ties. Now I ſuppoſe that they have recourſe toexchang- 
ers to remit this intereſt, and that they pay for it 5 
cent, (which 1s an abſurd ſuppoſition, as they will 
ve the exchange entirely in their own hands) and 
that they give all the bills for the 200,000 /. at par, 
(alſo a ridiculous ſuppoſition) the 5 per cent. on 85104. 
is 4251. 105. which added to the intereſt, makes 
8935. 105. ſo that after all, they will have upon the 
whole tranſaction 1064 L 105. of profit. 
Next, as to the loſs incurred in furniſhing 200,000). 


to the other banks: If this coin be demanded of _ 
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' by thoſe banks, the demanders muſt, for this purpoſe, 

| draw 200,000). of Edinburgh notes out of the circulati- 

on of Scotland; which I have ſuppoſed may be repla- 
ced in ſome little time by the Edinburgh- banks; conſe- 
quently, if this ſum alſo be borrowed at London, there 

will reſult upon this operation, as well as upon the 
laſt, a profit of 1064 L 104 But then indeed they muſt 

be at the expence of bringing down the coin bor- 
rowed, at 125. per 100 l. becaufe thoſe banks will 
inſiſt upon having coin, and refuſe bills on London. 
This will coſt 1200 l. from which deduct the profit of 
1064 J 105. gained by the firſt operation, remains of 
loſs upon this laſt tranſaction 135 J 105. nogreat ſum“. 
Does it not follow from this reaſoning, that the banks 

of Edinburgh will have the whole bulineſs of exchange 

in their own hands ? What exchanger then will enter 

into competition with them? The domeftic tranſactions 
with the merchants and manufacturers of Scotland 

will be their only buſineſs. Further, 

What prevents the banks of Edinburgh to have of- 
fices in every trading town in Scotland, where their 
notes may be regularly paid on preſentation, and new 
credits given as circulation demands them ? 

The only objection | can find to this plan of bank- 
ing, is the difficulty of finding credit at London to 
borrow ſuch large ſums. - 

This, I think, may alſo be removed, from the plain 
principles of credit. If the banks of Edinburgh en- 
ter into a fair coalition, as they ought to do, I think, 
in order to form really a national. bank, totally in- 
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We are not to ſuppoſe that this yearly balance of 200, 
oo J. is always to continue. We have ſeen how it has been oc- 
caſioned by a courſe of unfavourable circumſtances, which have 
run Scotland in debt ; we have ſeen how the banks may interpoſe 
theit credit, in order to aſſiſt the country in paying it; and we 
ſhall ſee, before we diſmiſs this ſubject, how they will be enabled 
to repay it, and ſet Scotland free, by a return of a favourable 
balance upon their commerce. Let it then be remembered, that 
all thoſe contraRions in England are properly the debt of Scot- 
land, not of the banks. Scotland, therefore, and not the banks, 
muſt be at all the expence thereby incurred, Theſe points ſhall . 


be explained as we go along. 
Dd 2 depen- 
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dependent of that of England; may they not open 


a ſubſcription at London, and eſtabliſh a regular 
fund of their own, as well as any other company, ſuck 
as the India, or South Sea ? By borrowing in the be- 
ginning at a ſmall advance of intereſt above the funds; 
and paying as regularly as government does, will not 
all thoſe who make a trade of buying and ſelling ſtock 
fill their loan, rather than inveſt it in any other car- 
rying a leſs intereſt? And if the whole land ſecuri- 
ties, and ſtocks of thoſe banks at Edinburgh be 
pledged for this loan, will it not ſtand on as good a 
bottom as any fund upon earth? And can it be 
doubted but parhament will encourage ſuch a ſcheme, 
upon laying the affairs of Scotland and the banks 
properly before them?; 

By this means they will really become a national 
bank : becauſe England ſeems at preſent to be to 
Scotland, what all the reſt of the world is to England. 
Now, the bank of England has no ſuch fund of cre- 


dit on the continent, that I know; and were that. 


country to fall into as great diſtreſs, by a heavy ba- 
lance, as Scotland has been, ſhe would find as many 
difficulties in extricating herſelf by domeſtic borrow- 


ings, bank circulation, &c. as Scotland has found by 


the like domeſtic expedients. She would then be 
obliged, for her relief, to have recourſe to a fund 
opened in Holland, Spain, or Portugal, hike to what 
I propoſe for Scotland with reſpect to England. 

I have heard it alledged, that the whole diſtreſs 
occaſioned to the banks and circulation of Scotland, 
was occaſioned by a falſe ſtep taken by them, ſome 
years ago; at the time when the lowneſs of the En- 
gliſh funds, and a proſpect of a peace, occaſioned 
great remittances from Scotland, and a withdrawing 
of a large capital of, perhaps, 500, 00 l. owing in 
Scotland to Engliſh perſons of property. 

At that time, it is ſaid, the banks imprudently 
launched out in giving extenſive credits to the deb- 
tors of thoſe capitals, and to thoſe who wanted to 
remit the funds they had ſecured in the hands of 
people who could not pay them; that this _ * 
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load of paper into circulation, which it could not 
ſuſpend, being far beyond the extent of it; and that, 
conſequently, the paper coming back upon the bank, 
produced a run for coin, which ſoon exhauſted, in a 
manner, all that was in Scotland; and that the coun- 
try has never been able to recover itſelf ſince. 

This repreſentation is plauſible, and has an air of 
being founded on principles: in order therefore to 
ſerve as a further illuſtration of the ſubject of cir- 
culation, I ſhall point out where the fallacy lies. 

It is ſaid the banks did wrong in giving thoſe cre» 
dits. I fay, they did right; but they did wrong in 
not providing againſt the conſequences. | 

Had they refuſed the credits, the Engliſh and other 
creditors would have fallen directly upon their debtors, 
and obliged them to pay, by a ſale of their lands, at 
an under value; which, I think, would have been an 
infinite loſs to Scotland. In this way the price would 
have been paid in bank paper, taken out of circu- 
lation; for we have ſaid, that be who owes muſt pay, 
be the conſequence what it will. This paper would 
have come upon the banks at any rate; and being a 
balance due to ſtrangers, muſt have been paid by the 


banks. The banks therefore did right to ſupply the 


credits demanded ; but then they might have fore- 
ſeen that the whole load of paying thoſe debts would 
fall upon them; which they being in no capacity to 
do, ſhould have immediately pledged in England, 
the intereſt of the credits they had given out, after 
ſupplying the want of Scots circulation, and when 
the notes came in, they would have had at London 
the capital of that intereſt prepared for paying them 

ound. 
The only thing then the bank ſeem to have miſ- 


| judged, was the granting thoſe credits too haſtily, 


and to people who perhaps would not have inveſted 
their funds in England, had it not been from their 

facility in giving credit. | 
Banks . fer Ab ſhould well examine the ſtate of 
circulation, and of the grand balance, in difficult 
times, before they give credit, If circulation be full, 
| Dd 3 they 
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they may, with juſtice, ſuſpect that the credits are 


demanded with a view of expediency, to tranſport 


property out of the country, which otherwiſe might 
have remained. But in favour of circulation, or in 
favour of what might be exacted by foreign credi- 
tors, banks never can misjudge in giving credit; be- 
cauſe, if they ſhould refuſe to do it, they in the firſt 


place incur a loſs themſelves; and in the ſecond place, 


they diminiſh the fund of circulation, and thereby 
hurt the country, Now when, at ſuch times, a cre- 
dit is aſked or given, that demand is a warning to 
banks to prepare; and by preparing they are ready, 
and no loſs is incurred. 

Upon the whole, it is an unſpeakable advantage 


| uo a nation to have her foreign debts paid by her 


bank, rather than to remain expoſed to the demands 
of private foreign creditors ; becauſe, when a bank 
pays them, I ſuppoſe her to do it upon a loan in the 


funding way, where the capital is not demandable 


by the creditor ; whereas when private citizens are deb- 
tors to ſtrangers, the capitals are always demandable 
and when a call comes ſuddenly and unexpectedly, 


the country is diſtreſſed, What would become of 


Great Britain, if all her debts to ſtrangers were de- 
mandable at any time ? It is the individuals who owe, 
in effect, all that is due to foreigners; becauſe they 
pay the intereſt ; but they pay this intereſt to the 
public ; and the public appears as the debtor to all 
ſtrangers, who have no right to exact the capital, 


although the ſtate may ſet itſelf free whenever it 


is convenient. 

I have ſaid above, that after all the combinations 
1 had been able to form, I could diſcover but one 
motive to induce a bank to withhold credit at 
a time when it was demanded for the uſe of domeſtic 
circulation, viz. jealouſy of other banks. What my 
combinations could not then diſcover, my inquiries 
have ſince unfolded. 

It is faid, that the banks finding fo great a propen- 


fity in the inhabitants of Scotland to conſume fo- 


reign manufactures and produce, fell upon this ex- 
| pediency 
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pediency of calling in the old, and of refuſing new 
credits, in order to cut off ſuch branches of hurt- 
ful luxury and expence. 

Could the execution of ſuch a plan prove a reme- 
dy againſt the vice complained of, this circumſtance 
alone would more clearly demonſtrate the utility of 
banks upon mortgage, than all I have been able to fay 
in favour of that eſtabliſhment. 2 
Let us therefore have recourſe to our principles, in 


order to diſcover what influence a bank can have in 


this particular. 

We have diſtinguiſhed between neceſſary and volun- 
tary circulation: the neceſſary has the payment of debts ; 
the voluntary has buying for its object. 

| We have faid that he who owes is either a bankrupt, 


or muft pay, as long as there is a ſhilling in the country. 


But he who buys, or inclines to buy, muſt have money, 
or he can buy nothing; for if he buys on credit, he 
then falls immediately into the former category, and 


BY withholding money for the uſes of circulation, 
which banks may do for ſome time, buying may be 
ſtopped ; paying never can. 

Now if the maſs of money in circulation is brought 
ſo low, that the higher claſſes of the people, who con- 
ſume foreign productions, cannot find money to buy 
with, what are we to ſuppoſe will be the caſe with 
manufacturers, and with the merchants who buy up 
their work ? Could this operation of the bank effect 
the higher claſſes only, by curbing their anti- patriot 
expences, without affecting the lower claſſes, by curb- 


ing their induſtry, I ſhould think it an admirable diſ- 


covery. If it even could be made to affect thoſe 
merchants and ſhop-keepers only, who deal in foreign 
commodities, ſo as to diſcourage them from carrying 
on that buſineſs, there would reſult from it a notable 
advantage. 

But alas! wherein are they hurt? They trade in 
ſuch commodities, not becauſe they are bad citizens, 
but becauſe they are freemen, and ſeck profit where- 


ever the laws permit. 
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Perhaps, they find more difficulty than other people 


in forcing coin from the bank, as matters ſtand : per- 
haps, they are loaded with opprobrious appellations 
for extorting ſuch payments from the bank : perhaps, 


their credits with the bank are recalled. But muſt not | 


thoſe who buy from them, pay them? And muſt not 
the bank give coin, or bills, for the notes they receive, 
when preſented for payment ? Why, therefore, throw 
difficulties in the way ? All the world knows, that no 
human engine can prevent a merchant from laying 
all the expences of his trade upon the conſumer. 
Correct the taſte of the conſumers, and you may 
ſtop the trade: no other reſtraint will be if any con- 
ſequence. But in order to correct the taſte of conſu- 
mers, do not deprive them abſolutely of money; be- 


cauſe the money the landlord receives, comes from 


the farmer, for the price of his grain, &c. Would it 


be a good ſcheme for preventing ſoldiers from drink- 


ing brandy, to cut off their ſubſiſtance- money? Give 


a drunkard but a penny a day, it will go for liquor; 


and thoſe who are fond of foreign clothing, will take 
the price of it from their bellies, to put it on their 
backs. 


If this ſcheme of the banks withholding credit, 


proves, at preſent, any check to thoſe dealers in 


Engliſh goods, it will be but for a very ſhort time. 


They have been taken by ſurprize ; and, perhaps, 
thrown into inconveniencies from an unexpected 


change of bank management; but as long as there is 


a demand for ſuch commodities, there will be a 
ſupply ; and when people owe, they muſt pay. No 
operation of a bank can prevent this. 

I muſt, therefore, according to principles, diſap- 
prove of this public-ſpirited attempt in the banks of 
Edinburgh; becauſe, if it ſhould ſucceed, it will have 
the effect of ruining all the trade and induſtry of 
Scotland, in order to prevent the fale of Engliſh 
goods ; and if it does not ſucceed, which 1s more 


than probable, from the aſſiduity of other banks 


in ſupplying credit, it will have the effect of ruining 
the banks of Edinburgh themſelves. 8 
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Chap XIII. or POLITICAL OECONOMY. 
This ſtep, of calling in the bank credits, and open- 


ing a ſubſcription for a loan, is repreſented by others 


in a light ſomewhat different. 

By theſe it is alledged, that in the beginning of the 
year 1962, when the Edinburgh banks withdrew + of 
all their caſh accompts, and opened a ſubſcription 
for borrowing in their own notes, at an intereſt of 


4, and even g per cent. the demand for money, to 


ſend to England, was not occaſioned by the great 
balance owing by Scotland, but to the high premium 
money then bore at London; becauſe, ſays the au- 
thor of a letter to J. F. Eſq; publiſhed at that time, 
This demand ariſes from a. profit on carrying mo- 
% ney to London, as a commodity, and not as a balance 
Hof trade, 
It is not eaſy to comprehend how there could be 
. much profit in carrying money to London at 3 per 
cent. loſs by exchange, from Scotland, where it bore 
5 per cent. intereſt, 


It is true, that at certain times, there were con- 


ſiderable profits made upon ftock-jobbing ; by which 
ſome won, and others were ruined, | agree, that 
the country was greatly hurt by the folly of thoſe 
who played away their own property, and by the 
roguery of others who borrowed that of their neigh- 
bours, with an intention of gaming at their riſk. But 
is this a vice which any bank can correct, while it 
has a note in circulation ?. 
If, therefore, it was a ſentiment of patriotiſm which 
moved the banks to ſuch a plan of conduct, I fay they 
thereby did more hurt to induſtry, by contracting cir- 
culation, than good to Scotland, by attempting a 
thing which was beyond their power to accompliſh. 
lf they were moved to it by a principle of ſelf preſer- 
vation, I fay they loſt their aim, by cutting off their own 
profits, which would have done much more than indem- 
nify them for the loſs of borrowing at London, at the 
time when money there was hardeſt tobe got : for what- 
ever exhorbitant expence of exchange gameſters may 
incur, to procure ready money to play with, the rate 
of the ſtocks at that time never was ſo low, as to afford 
a profit 
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a profit upon money remitted at 3 per cent. loſs by ex- 
change, while that money was bearing 5 per cent. in- 
tereſt at home. | IN 

The loweſt rate of ſtocks was in January 1762. To- 
wards the end of that month 3 per cents. fell to 63% : 
this makes the value of money to be about 41. 125, 
per cent. In theſe funds, certainly, no body could in- 


| veſt, with profit, money ſent from Scotland. 


After the new ſubſcription had been open for ſome 
time, ſcrip indeed, or 4 per cent. fell in this month fo 
low as 944, that is, money roſe to 5.4 per cent. where- 
as had ſcrip ſtood at the proportion of 3 per cents. it 
ſhould have been worth about 84 ; but at the begin- 
ning of a war with Spain, when the minds of men 
were depreſſed, and filled with apprehenſions, and 
when a new loan was perhaps expected at a higher 


intereſt than ever government had given, was it na- 


tural for people to be fond of inveſting in a 4 
cent. ſtock, which was to fall to 3 per cent. in a few 
years ? . 

Beſides, let us examine the profit to be made by 
inveſting even in that fund. 1007. produced in Scot- 
land 51. intereſt, that capital remitted to London at 
3 per cent. exchange, was reduced to 97 L now if 
74.5 J produced 4 J the produce of gy J. would be 
about 5 L 4s. Would any man for the ſake of 3 per 
cent. advance of intereſt on money remitted, ever 
thiok of ſending large ſums to London to be inveſted 
in a falling ſtock ? 


I allow that, upon opening ſubſcriptions, great pro- 


fit was ſometimes made by thoſe who contracted with 
government, and who received the ſubſcriptions at 


prime coſt, But this profit depended entirely upon . 


the ſubſequent riſe of the ſubſcription, when the ori- 
ou! ſubſcribers brought it firſt to market; as alſo 

rom the ſmall ſums they had advanced : this ope- 
ration was over before the end of January 1762. The 
ſmallneſs of the ſum advanced, upon which the pro- 
fit was made, and the miniſterial intereſt which was 
neceſſary to obtain a ſhare in thoſe ſubſcrtptions, ren- 


dered it extremely difficult for people in Scotland 
to 
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to ſhare in the profit by remitting large ſums in the 


proper point of time. 

Further, might not the banks, in the ſhort period 
during which large profits were made, had they had 
the exchange in their hands, have raiſed it ſo high as 
to fruſtrate the attempts of our Scots gameſters ? If 
it be faid, that exchangerggwould have diſappointed 
them, by giving it lower; I anſwer in the negative: 
becauſe to that ſet of men exchange will riſe, of itſelf, 
in proportion to the value of money in he place to which 
people incline to remit it. And could money at any time 
bring in, at London, 20 per cent. intereſt, exchange 
upon that place would rife univerſally in proportion. 

The only motive, not already mentioned, for ſend- 
ing money to London at this time, under fo great diſ- 
advantages, was the proſpect of a great riſe upon the 
ſtocks, in the event of a peace. Upon which I ob- 
ſerve, that the value of that probability was included 
in the then price of ſtock , and had the probability 
of a peace in January 1762, been great, ſtocks would 
have riſen in proportiog: he, therefore, who veſted 


his money in ſtock, by remitting from Scotland at. 


that time, upon an expectation peculiar to himſelf, 1 
conſider as a gameſter, and as an ignorant gameſter 
too; becauſe he was giving odds upon an equal bett. 
This every man does, who, without any proſpect of 
a profit peculiar to himſelf, pays a high exchange 


to bring money to a market, where he buys at the 


fame price with thoſe who pay no exchange at all. 

From theſe conſiderations, I am led to differ from 
the ingenious author of the letter to J. F. Eſq; who 
ſays, That in the preſent caſe” (the circumſtances 
operating in January 1962,) © the demand” (for mo- 
ney to remit to London) © is unlimitted, and no pro- 
„ viſion the banks can make can be of uſe; on the 
* contrary, could they find a treaſure, ſuppoſe of a 
e million, it would only ſerve to increaſe it; becauſe 
this demand ariſes on a profit on carrying money 
© to London'as a commodity, and not as the balance 
of trade.“ 
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CHAP. XIV. 
Of optional Clauſes contained in Bank Notes. 
S we are examining the principles upon which 
| banks of circulation upon mortgage, which iſſue 
notes payable in coin, are eſtabliſhed in Scotland, it 


is proper to take notice of every circumſtance which 


may ariſe from the extenſive combination of the intereſts 
of trade and circulation, eſpecially when we find ſuch 
circumſtances influencing thepolitical welfare of ſociety. 
An optional clauſe in a bank note is added to prevent a 
ſudden run upon banks, ata time when more coin may 
bedemanded of them than they are in a capacity to pay. 
Banks not regulated by ſtatute, are private con- 


ventions, in which the parties may include what con- 


ditions they think fit. Banks, therefore, may inſert 
in their notes, the conditions they judge moſt for 


their own advantage. Thus, they may either pro- 


miſe peremptory payment in coin upon demand, or 
they may put in an alternative, that in caſe they do 
not chooſe to pay in coin, they may pay in bills, or 
in transfer of their ſtock, or in other circulating pa- 


per not their own; or they may ſtipulate a certain 


{pace of time after the demand, with intereſt during 
the delay. All theſe alternatives are inſerted, in or- 
der to avoid the inconvenience of running ſhort of 
coin, and of being obliged to ſtop payment altogether, 
We have ſaid above, that the profits of banks con- 
fiſt in their enjoying the ſame intereſt for the notes 
they lend, as if the loan had been made in gold 'or 
filver. This is a very great object, no doubt; but 
the policy of 'nations has eſtablithed it, and therefore 
we ſhall ſuppoſe it to be an uncontroverted principle. 
In which ever way, therefore, an optional clauſe is 
inſerted, it ſhould be ſuch as to cut off all profit from 
the bank, upon all paper preſented for payment, from 
the time of preſentation; and every artifice uſed to 
ſuſpend the liquidation of the paper, to the advan- 
tage of the bank, and prejudice of the bearer, ſhould 
be conſidered as unſair dealing in the bank, and pro- 

hibited by law, 
When 
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When the optional clauſe has no tendency to pro- 

cure advantage to the bank, in prejudice of the holder 

of the paper (except ſo far as the holder is thereby 


deprived of the uſe of coin, which on certain occaſions: 


cannot be ſupplied by the paper) it becomes the duty 
of a ſtateſman to examine how far it is expedient to 
fuffer ſuch ſtipulations to be inſerted, in a money 
which is calculated to carry on the mercantile intereſt 
of the nation. | | 

Banks, we have ſaid, are the ſervants of the public, 
and they are well paid for their ſervices. Although 
the notes iſſued by them are not commonly made a 
legal tender in payment; yet the conſequence of a 
well eſtabliſhed bank, is to render them fo eſſential to 
circulation, that what is not a legal obligation becomes 


one, in fact, from the force of cuſtom. 


Let us therefore examine the advantages which re- 
ſult to banks from this optional clauſe, and the loſs 
which reſults to a nation from their uſe of it, and then 
compare the advantages with the inconveniences, in 
order to determine whether or not it is expedient to 
permit ſuch obſtructions in the circulation of paper. 

The advantages which banks reap is confined to 
that of gaining time, at the expence of paying inte- 
reſt, The intereſt paid by them is an aukward ope- 
ration. They receive intereſt for the note ; becauſe 
they have in their poſſeſſion the original ſecurity given 
for the notes when they were firſt iſſued ; and they 
begin to refund this intereſt to the holder of the note 
from the time they make uſe of the optional clauſe. 
Could the banks, therefore, borrow coin in a moment, 
and pay the ſame intereſt for the coin which they pay 
to the holder of the note, they would certainly never 
make uſe of this optional clauſe. But this coin 1s not 
to be found in a moment; and the banks, to fave 
themſelves the trouble, and the expence of augment- 
ing the fund of coin, or of procuring a fund out of 
another country, upon which they might draw for 
the payment of that national balance, which, by be- 
coming banks, they tacitly engage to pay for the na- 
tion, render the credit of individuals precarious with 


ſtrangers, 
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their credit, more burdenſome, perhaps, than what 


ſtrangers, and raiſe a general diſtruſt of the whole 
fociety which they ought to ſerve: Here then is a 
very great loſs reſulting to a nation from the eſtabliſh- 
ment of banks. Were no bank eſtabliſhed, no mer- 
chant would contract a debt to ſtrangers, without 
foreſeeing the ready means of diſcharging it with the 
coin circulating in the country. In proportion as this 
coin came to diminiſh, ſo would foreign contractions 
of debts diminiſh alſo. Thus credit, at leaſt, might 


be kept up, although trade might be circumſcribed, 


and manufactures be diſcouraged. Now when, in 
order to advance trade and encourage manufactures, a 
ſtateſman lends his hand towards the melting down of 
folid property, and countenances banks ſo far as to 
leave that operation to them, with the emolument of 
receiving intereſt for all their paper; and when, in 


order to facilitate the circulation of this paper, the 


very inhabitants concur 1n throwing all their ſpecie 


into a bank, is it reaſonable to indulge banks fo far 


as to allow them to add an optional clauſe, which diſ- 


appoints the whole ſcheme, which ſtops trade, ruins 


manufactures, raiſes the intereſt of money, and ren- 
ders the operation of melting down property quite in- 
effectual for the purpoſes which it was intended to 
anſwer ? Further, | | 
The loſs a bank may be at, in providing coin, is 
ſuſceptible of eſtimation, let it be brought from ever 
ſo diſtant a country; becauſe we know that the quan- 
tity to be provided, never can exceed the value of the 
grand balance. But who can eſtimate the loſs a nation 
ſuſtains, when an interruption 1s put to carrying on 
trade and manufactures ? When the induſtrious claſ- 
ſes of inhabitants are forced to be idle for a ſhort 


time, the conſequences are hardly to be repaired; - 
they ſtarve, _ deſert, the ſpirit of induſtry is ex- 


tinguiſhed ; in ſhort, all goes to ruin. 

Beſides, when banks do not lay down a well di- 
geſted plan for paying regularly, and without com- 
plaining, this grand balance due to ſtrangers, they are 
forced to have recourſe to expedients for preſerving 
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| is required of them; and not near ſo effectual for 


removing the inconveniencies complained of. 

The expedients they fall upon to obtain credit, 

coin, and bills, are ſo various, and ſo complicated, 

that they alone are able to explain them. | 
Sometimes we fee them entring into contracts with 

private merchants and exchangers, (liuimg among then- 


ſelves /) who engage for a certain premium to turniſh 


coin as it is demanded, The conſequence of this, is, 
to expoſe the bank to a new demand for coin, from 
the very contractors, in order to fulfil their engage- 
ments; an abuſe we have taken notice of above in 
ſpeak ing of the bank circulation of England. 

Let us ſuppoſe that theſe undertakers for coin do 
really ſet out by doing in part what banks ſhould 
feftually do themſelves, that is, by bringing from an- 
other nation, the coin which they are to ſupply. What 
is the conſequence ? The banks pay the undertaker 
for this goin in their own notes. Did they only en- 
gage to pay a certain intereſt for the coin fo provided, 
then the end would be accompliſhed, with the addi- 
tional expence to them of paying the undertaker for 
his expence, trouble, and profit. But if they, inſtead 
of paying intereſt for the coin ſo furniſhed, ſhall iſſue 
their notes for the full value of it, ſuch notes can ne- 
ver enter into domeſtic circulation, © as to be ſuſ- 
pended in it as it were; becauſe it is not domeſtic 
circulation which has demanded them: they muſt 
then return upon the bank, either from the very hand 
who received them, or at leaft, after a ſhort circula- 
tion; and thus draw out again the whole coin fur- 
niſhed by the undertaker. This produces a prodi- 
gious circulation of coin, and induces people to ima- 
gine that either the grand balance is inexhauſtible, or 
that the premium upon money at London is very 
high, or that people can contrive a fictitious balance, 
as a means of profiting upon coin, after the balance 
has been actually paid“. 

This method of providing coin is abſolutely delu- 
five, and opens a door to infinite abuſe. Thoſe who 

furniſh 
® The diceQors of the bank of England have had + to 
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furniſh the coin to the bank are either in the combi- 


nation againſt the bank, and draw it out as faſt as 
they throw it in; or they are not in the combination: 
if they are in the combination, they profit by it; if 
they are not, they are hurt by their contract, and 


other exchangers draw the · advantage; but the bank 
is equally a loſer in both caſes. | 


Let me ſuppoſe that they are not in the combinati- 


on, and that they honeſtly procure the coin at their 


own expence. If they are paid in notes for the coin 
they furniſh, we muſt ſuppoſe that the coin they have 
procured, is not in conſequence of à loan, but of a 
credit given them in the place from which the coin is 


ſent : for I never can ſuppoſe that any merchant will 


borrow com upon a loan, and lie out of ſo large a ca- 
pital while he has bank notes in his hand to pay up 
what he has received. If he has procured this coin 
upon credit, will not this, when it comes to be re- 
placed, augment the grand balance againſt the nation 
in favour of the country or city which granted that 
credit? And muſt not that balance be paid by ex- 
changers out of the coin received by the bank ? If, 
therefore, we ſuppoſe that the undertaker does not 
draw out the very coin he had juſt delivered into the 
bank, will not exchangers do it for him; will not they 
be ready with notes, as ſoon as the coin is lodged in 
the bank, to draw it out, and ſend it off, in order to 
furniſh the undertaker with bills to fill up his credit, 
for the coin he had received from people reſiding in 


the place to which the exchangers have ſent coin, to 


be ready to anſwer their draughts 1 Does this differ in 
the leaſt from what is called drawing and redrawing, 
which 1s ſufficient to ruin any man, and muſt not a 
like practice ruin a bank, by raiſing exchange to a 
monſtrous height ? 

This being the caſe, the ſhorteſt and the beſt me- 
thod of preventing ſuch abuſes, is to oblige banks to 
pay upon demand, in coin or bills, at the option of the 

holder 


a like expedient with as little ſucceſs. They uſed, during the 
war, to buy up, with their paper, the coin brought in by priva- 
teers; and after they had been at this trouble, the notes they had 
given for it returned upon them, and drew it out again. | 
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holder of the note. This will force them into the me- 
thod of providing them; to wit, fairly borrowing 


money from nations to whom we owe, and paying a 


regular intereſt for it, without an obligation to re- 


fund the capital, until the grand balance ſhall take a 
favourable turn; in which caſe, the banks will re- 
gorge with coin drawn from ſtrangers, and theſe 

rangers will then find as great an intereſt in being 
repaid, as the bank found in borrowing from them, 
while the balance was in their favour, 

We have ſaid, that a ſtateſman ſhould oblige all 
public banks to pay regularly upon demand, in coin 
or bills, at the option of the holder of the note. But 
then he muſt facilitate. to them the means which he 


has in his power, of providing themſelyes with the 
coin, or bills demanded. | | 


For that purpoſe, he muſt, firſt, provide them 
with a mint, for how, without a mint, can a bank 
convert into coin the metals it may provide from other 


countries? Next, he muſt put that mint under ſuch 


regulations as to cut off all profit from meney-jobbers, 
who will be ready to draw coin out of the bank the 
moment they find the leaſt advantage in tampering 
with it. In order to prevent this abuſe, a reaſonable 
rate of coinage ſhould be impoſed, according to the 
principles laid down in the third book; and when 
banks have occaſion to pay a balance out of the nati- 
on's coin, a drawback for part of the coinage ſhould 
be given them. This drawback will ſuppott the va- 
lue of the coin, and the loſs of the remainder will en- 
gage them to export bullion preferably to coin, when 
it is to be found: and if no drawback were given, the 
coinage would be totally loſt to the bank. _ | 

When this deduction is given, the coin muſt be 
melted down, and ſtamped in bars at the mint; both 
in order to prevent frauds in the drawbacks, and to 
diſappoint ſtrangers who receive it at the price of 
bullion, from gaining the price of coinage when they 
return it back. And in the laſt place, all light coin 
ſhould be baniſhed out of circulation, and made to paſs 
by weight for bullion, at the current price of the 
market. All banks ſhould both receive and deliver 
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coin by. weight, when the ſums are fo conſiderable as 


to require full bags of coin to pay them. It is not 
here neceſſary to repeat what has been ſaid upon this 


© ſubject at fo much length in another place. | 
The method of facilitating to banks the means of 


providing bills for the payment of foreign balances, 
is, ſecondly, to aſſiſt them in procuring loans beyond 
the diſtrict of their own circulation. f government 
ſhall be ſatisfied that the intention of demanding ſuch 
loans, is to enable the bank to interpoſe their credit 
in favour of the trade and induſtry of thoſe who cir- 
culate their paper, and who have no way of paying 
ſuch balances, but with their ſolid property; in that 
eaſe, government will, undoubtedly, aſſiſt the bank 
in obtaining loans for ſo national a purpoſe, by de- 
claring the ſecurity upon which they defire the loan 
to be good, and by becoming anſwerable to the pub- 
lic for the ſolidity of it. | RI 


—_—_— 


CHAM XV. 


Of ſubaltern Banks of Circulation, and of their Compe- 

£ ſition with one another. | 
| E have hitherto treated of the principles which 
\ \ influence national banks of circulation, we 
now come to examine ſome peculiarities attending 
banks of a ſubaltern nature, which for the moſt part 
truſt to the national bank for all ſupplies of coin; and 
when this reſource fails them, they are thereby in- 
volved in difficulties which are not eaſily got the better 
of. Beſides this inconvenience, to which all ſubaltern 
banks are ſubject, they are frequently expoſed to 
competition with one another. 

A national bank enjoys ſuch great advantages from 
the ſtability of its credit, and the regularity of its 
operations, that it is not eaſy for any other private com- 
pany to eſtabliſh themſelves upon the ſame ſolid ſyſtem. 

When any banking company is eſtabliſhed, which 
draws its ſupport from a national bank, the facility 


of carrying on the buſineſs by ſo great an aſſiſtance, 
naturally engages other companies to imitate their 


example. From thence ariſes a competition. All 


ſach banks begin to conſider the circulation of their 
. own 
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on diſtrict as their undoubted property, and they 


look with an eye of jealouſy upon every note uhieſt 
does not carry theirown max... 
The great point of their ambition is to gain credit 


with the national bank; and could they obtain of 


that company to receive their notes, or to give them 
credit for their draughts, in caſes of neceſſity, they 
would be at their eaſe; becauſe the national bank 
would then be at the whole expence of providing coin 
and bills, and they would have nothing to think of, 
but to extend the ſphere of their own circulation. 
With reſpect to all theſe ſubaltern ſocieties, the 
national bank will no doubt ſteer an equal courſe, I 
ſuppoſe every one to be ſettled upon good ſecurity ; 
without which they do. not deſerve the name of banks. 
In proportion to their ſtocks, and according to the 
ſtate of the national balance, they may, as well as 
any private perſon, on many occaſions, draw conſi- 
derable ſupplies of coin from the national bank, with- 
out lying under any obligation to it; becauſe when 
exchange is low, they can reahze any part of their 
ſtock into coin, out of the national bank, at very lit- 
tle loſs, excepting the intereſt of it: for intereſt muſt 
always be reckoned upon every guinea which lies in 
their cheſt. | 
Did theſe banks conſider one another in a proper 


light, they muſt ſee in an inftant that the ſolidity of 


every one is equally good; becauſe I now ſuppoſe 
them all ſtanding upon the principles of private,, not 
mercantile credit, as above explained. 

What benefit then can they poflibly reap from their 
mutual jealouſies, from gathering up each other's 
notes, and coming with a run upon one another from 
time torime? The conſequences of this will be, to 
oblige themſelves and others to preſerve for domeſtic 
circulation a larger quantity of coin than is neceſlary, 
and thereby to diminiſh their own profit: to take up 
their attention in providing againſt their awn recipro- 
cal attacks, and thereby neglect the providing a ſup» 
ply for that demand which is indiſpenſable ; to wit, 
the payment of the grand balance due to other nations z 
at which time the reſource of the national bank will 
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certainly fail them; The managers of every one of 
them will pretend that it is they who are ſaddled with 


this burden ; but the nature of the thing ſpeaks for itſelf, 


Wherever this grand balance is tranſacted, the ex- 


Changers: reſiding in the place will have recourſe to 
the bank there eſtabliſhed ; and if there be more than 


one, that which pays with the greateſt readineſs will 
have the beſt credit, the moſt notes in circulation, and 


the largeſt profits upon the Whole. If any one is 


found flow, or difficult in paying its paper, exchangers 
will be the more punctual in making their demand 
for payment, and they will even be averſe to receiv- 
ing ſuch notes from their correſpondents. 

Every man who has occaſion for credit from a bank, 
will apply to that whoſe notes are the moſt eſteemed. 
In ſhort, there will be profit, in the main, to the 
bank which pays the beſt, although I allow that at 
particular times there may be ſome additional incon- 
veniencies, unleſs a regular plan be laid down on the 
principles above deduced. | 

This however is a vague reaſoning ; becauſe the 
matter of fact is not known. All that can be ſaid 
with certainty, is, that while no public regulation is 
made with regard to banking, every one will carry on 
the trade according to his views of profit; and private 
animoſities between different companies, will only tend 
to diſtreſs the nation and themſelves, as experience 
has, I believe, diſcovered. ö 
It, as matters ſtand, a very great inconvenience re- 
ſults to Scotland from the want of a communication of 
paper credit with England, and if thereby an exchange 
of 4 and even 5 per cent. has been paid for bills upon 
London, becauſe all the coin of the country is locked 
uv in banks; I aſk what would be the conſequence, if 
banks had their will in baniſhing from the circulation 
of their own diſtrict, every other notes but their own ? 
In that caſe, we might, in a ſhort time, find an ex- 
change of 4 and 5 per cent. between Fife and Lothi- 
an, between Glaſgow and Ayr, and ſo of the reſt. 
What would then become of manufacturers, who 
could not diſpoſe of their work at the diſtance of a 
few miles, without having recourſe to * 
x i 
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their payment? If ſuch an abuſe were once allowed 
to creep in, there would be no other remedy but to 
deſtroy banks altogether, and throw the little'eoin 
there 1s into circulation, b TOSS TOE e EDTA” 
On the other hand, when banks are in a good un- 
derſtapding, when they are eſtabliſhed on ſolid prin- 


ciples, when their paper is iſſued on proper ſecurity, 


the public is ſafe, and in every little diſtrict, under 


the wings of their own bank, there will ariſe a ſet of 


exchangers, who will give credit to merchants and 


manufacturers, and who will have recourſe to their 
own bank for the coin or bills neceſſary for their o- 
cations. This will naturally divide the payment of 
the grand balance among them, in a due proportion 
to their circulation, ec e 

I ſhall now conſider the principles which may direct 
a ſtateſman to ſettle banking upon mortgage on a pro- 
per footing, to ſerve every national purpo f 


K 
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| CHAP. XVI 20do 01 
Of ſome Regulations proper to be made with regard 0 
3 nationa ! Banks. Pg 
ROM what has been ſaid, we may conclude, 
that were a national bank upon mortgage, . eſta- 
bliſhed on a plan calculated to anſwer the purpoſes 
of the moſt extenſive domeſtic circulation, it might be 
regulated in the following manner. | | 
Imo, Let a large ſtock of property, of one ſpecies 
or other, be provided, in order to gain the confidence 
of the public, and let it be pledged. for the payment 
of all the notes. - & 208 7. — 
241, Let all ſolid property intended to be melted 
down into paper money, be firſt conſtituted in ſuch a 


manner as to be eaſily fold, and in the mean time 


ſecured tothe company, for their advance, preferably 
to every other perſon, and let it be of a reyenue fully 
ſufficient to acquit the intereſt for ever. 


3tzo, The capitals due to the bank muſt not be de- 
mandable by the bank, as long as the intereſt is regu- 


40, Every one who conſtitutes his property accord- 
E e 3 ing 
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ing to the regulations, muſt be entitled to a propor- 
tional credit from them. 1 | 
gte, All bank ſecurities muſt be pledged in the 
hands of government for the intereſt of whatever mo- 


ney the bank may borrow with their conſent, beyond 


the diſtrict of their own circulation, 465 
60, Government muſt ſupport the bank in propor- 
tion to the extent of their funds. | 


Ji, Let bank notes he payable to bearer, either in 


coin, or in inland bills to the value, or in a transfer 
of a correſponding intereſt at — per cent. all in the 
option of the holders. | | 
from banks would become very eaſy ; any man who 
is maſter of his property, though incumbred with 
debts, might put it into bank regulation, might raiſe 
upon. it what ſum he thought fit, with which all his 
debts might be paid off; he might even give credit 
upon it to thoſe who otherwiſe are not in a ſituation 
to obtain it; for which eredit given, a profit in the 
rate of intereſt 8 be allowed to him. Were a 
plan concerted conſiſtently with the principles which 
ave ſuggeſted this general ſketch, all Doro ing and 
lending of money would ſoon center in the bank. 
Securities would be eaſy, and expence greatly avoided. 
A national bank, when rightly conſtituted, may 
however be ſafely indulged in more extenſive methods 
of circulating their paper than upon land ſecurity. 
The bank of England is allowed by charter to iſſue 


notes for diſcounting bills of exchange, it may trade 


in gold and filver, may advance money to govern- 
ment upon the ſecurity of taxes impoſed and levied 


within the year. But it is in general debarred com- 


merce, and every precarious object of traffic. The 


reaſon is plain. The paper it iſſues becomes the pro- 


perty of the nation, and may form in a ſhort time the 
greate't part of the 1 of it. In ſuch a caſe, 
were the bank expoſed to loſſes by trade, or inſolvency 
of debtors for great ſums, the whole credit of the na- 
tion might be ruined, and all the lower claſſes of the 
manufacturing inhabitants undone, before ſuch a 


blow could be repaired. 
| 5 Under 


Were ſuch regulations eſtabliſhed, the borrowing 
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Under proper regulations, bank paper might be 
made a legal tender in every payment: in which caſe 
it is hardly poſſible that any conſiderable demand for 
coin ſhould ever be made upon them, except for the 

This national bank may have different offices, in 
different cities within the kingdom, and theſe will 
make ſubaltern banks both uſeleſs and unprofitable. 
It might- even be ſtipulated, that a certain proportion 
of bank ſtock, in the name or for the behoof of any 
city, ſhould entitle that city to a proportional part of 
the adminiſtration within their own diſtrict. As theſe 
are only ſpeculations, not plans, I need not ſet about 
removing objections, which are conſtantly many and 
well grounded, whenever any new eſtabliſhment or 
innovation is propoſed. All I aim at is to ſet this 
principle in a clear light, to wit, that it is the intereſt 
of every trading ſtate to have a ſufficient quantity of 
paper, well ſecured, to circulate, through it, ſo as 
to facilitate payments every where, and to cut off in- 
land exchanges, which are a great clog upon trade, 
and are attended with the riſk of receiving the paper 
of people whoſe credit is but doubtful, 1 

For this purpoſe, I have propoſed that inland bills 


- ſhould be demandable from the bauk at par, as wel! 


pee. abs N 

It would be an admirable improvement upon this 
ſcheme, to make a like regulation as to foreign bills. 
However, this ſpeculation 1s reſerved for another ap- 
portunity. All I ſhall ſay, at preſent, upon that head, 
is, that as we have ſeen how the whole national ba- 
lance muſt be paid by banks (who circulate paper 
payable in coin on demand, and who conſequently 
muſt, on ſome occaſions, draw the metals from abroad 
for that purpole, in order to fill up the void made by 


exchangers, who ſend them out) and it would, 1 


think, be ſhortaing, in ſome meaſure, that operation, 
and be a means, at the fame time, of indetnnifying 
the bank in this reſpect, to regulate matters fo, that 
all foreign exchanges might be tranſacted there at fixed 
rates, according to the place where the exchange is to 
be made, without erecting any monopoly for that pur- 
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poſe in favour of the bank, or depriving any one of 
the liberty to deal in exchange, who can afford it at 
more reaſonable terms than the bank; but of this 
more when we come to the doctrine of exchange. 


— 


CHAP, XVII. 
When and in what Caſe Banks ſhould be obliged to keep 
open Books. 


F no national bank be eſtabliſhed under proper 
regulations, and entire liberty allowed to every 
one to take up the trade who can iſſue his notes, I 
think it would be againſt all principles of good policy 
not to oblige ſuch banks to keep open books, to be 
inſpected regularly by ſome authority or other: in 
order to ſee upon what ſecurity that paper ſtands, 
which is the inſtrument of commerce, a part of every 
man's private property, and which, if any part of it 
ſhould once fail, either through the knavery, miſcon- 
duct, or misfortune, of a particular company, would 
caſt a general diſcredit upon all paper, and be a means 
of bringing on thoſe calamities which we have ſo often 

mentioned, 
I know the ordinary objection againſt this, is, the 


inconvenience of throwing open the ſecrets and myſ- 


teries of trade. As to the myſteries of trade, this 
point ſhall be examined in another place. But here, | 
ſay, there is no queſtion of trade in which any riſk is 
implied: and if any one can ſuppoſe, that, at any 
time, the affairs of a bank are in fo tickliſh a ſituation 
as not to bear inſpection, that very ſuppoſition ſhews 
how neceſſary it is not to permit ſuch a bank to con- 
tinue this circulation. The only inſpection, in which 
the public is intereſted, is to know the quantity of 
notes iſſued, and the extent and nature of the ſecuri- 
ties pledged for them. They have no buſineſs to ex- 
amine the ſtate of their caſh, or of particular people's 
credit. They may be without a ſhilling in their cof- 
fers, and til! their paper be as good as if they had a 
million. Such an inſpection, as I propoſe, would ra- 


a means 
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a means of preventing them from launching out into 
ſpeculations in matters of commerce, which is not 


their diſtrict; and from gaming with national property. 


If it be ſaid, that this inſpection would lay open the 
affairs of many private men, debtors to the bank, I 
anſwer in the negative; becauſe no man's credit is 
hurt by his having a caſh accompt, and no inſpection is 
requilite, as to the ſtate of that accompt with the bank. 
The credit may be either quite full, or quite ex- 
hauſted ; this particular intereſts no body but the 
parties themſelves , but it is eſſential to know upon 
what ſecurity the credit has been given; becauſe every 
man who has a note of ſuch a bank in his poſſeſſion, 
has a very good title to be informed concerning the 
ſecurity on which it ſtands, 

It is not ſufficient to ſay, that the holder of the note, 
if he doubts of the ſecurity, may demand payment, 
It is not here the intereſt of any individual, but thatof 


the public which is attended to: and if, according to 


the principles of common reaſon, it be juſt, that a cre- 


ditor ſhould have it in his power to watch over the 


abilities of his debtor, ſo as to ſecure his payment; 
certainly it is equally juſt, that the public (which I 
conſider here as the creditor) ſhould be made certain, 
that what is circulating with as great facility as the 
King's coin, contains a real value in it. Would it be 
a good anſwer from any man who held a piece of falſe 
money in his hand, for the uſe of circulation, to ſkreen 
himſelf, by alledging that if it be falſe, no body need 
to take it. It is the right of every man to detect falſe 
coin; but it is the right of government only to detect 
falſe paper: becauſe law only can authoriſe ſuch an 
inquiſition. Does not the charter of the bank of Eng- 
land eſtabliſh this right in government? If the bank 
be confined to certain particular branches of ſolid 
trade, where little riſk is incurred, might not govern- 


ment examine, when neceſſary, whether theſe regu- 
lations have been obſerved ; and how can this be done 


without ſuch an inſpection as is here recommended? 
CHAP. 
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CHA P. XVIII. 

I it the Interefl of Banks to grant Credi's and Caſh Ac- 
compts to Exchangers and others, who make a Trade of 
ſending Coin out of the Country ? | 

HE anſwer to this queſtion is very ſhort. 
From the principles we have deduced, it is 

plain, that it is both the office and intereſt of banks to 
give credit to all who can give good ſecurity for it. 
The cauſe of doubt upon this queſtion, ariſes only 
from certain inconveniencies which have been of late 
experienced in Scotland ; but which neyer would have 
been felt, had banks attended to their true intereſt, in 
providing funds to anſwer the demands of thoſe who 
are either obliged, or who find an intereſt-in paying 
off what the nation owes upon the grand balance to 
foreigners, 

To ſet this matter in a clear light, let me ſuppoſe 
that, ſome time ago, the banks had at once withdrawn 
all the credits granted to exchangers; and opened a 
ſubſcription for a loan of money, equal to what they 
might eſtimate the ſum borrowed by that ſet of men with · 
in the country, for the ſake of carrying on their buſineſs, 

According to principles, theſe two operations ſhould 
go hand in hand: the recalling the credits would, no 
donbt, have greatly diſtreſſed exchangers ; but as long 
as they could find money to borrow from private hands, 
that inconvenience would have been leſſened. Beſides, 
I apprehend that the late cuſtom among exchangers, of 
borrowing at 4 per cent. owes its exiſtence to the diffi- 
culty they felt in obtaining extenſive credits from the 
bank; and if this be the caſe, then there has been a 
lucrum ceſjans to the bank of 5 per cent. upon the amount 
of all theſe borrowings ; becauſe exchangers, I appre- 
hend, would prefer a credit from the bank at 5 per cent. 
to a loan at 4 per cent. payable on demand, according to 
the occaſions of thoſe who keep their money with them. 

The moſt effectual method, therefore, to hurt ex- 
changers, would have been to have recalled all their 
credits, and offered to borrow, upon the ſame terms, 
what was lent to them, The 
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The execution of ſuch a plan would, I think, have 
been, 1 diametrically oppoſite to the intereſt of the 
banks; 2. would have occaſioned ſuch a run upon ex- 
changers, as to throw them into great diſtreſs; and g. 
would have ended in the total ruinofthetradeof Scotland. 

That ſuch a plan is diametrically oppoſite to all prin- 
ciples of banking, I ſuppoſe, is by this time ſufficiently 


underſtood. | 
I Thatit would have occaſioned a run upon exchangers, 


is pretty certain: becauſe however good their credit 
might be, it muſt be acknowledged to be inferior to that 
of the banks; and therefore no body would prefer them 
for debtors, to the bank, upon the ſame terms. 

The third conſequence is as evident, upon a ſhort 
reflection, as the other two. The run upon the ex- 


changers would have obliged them to make a call up- 


on all the merchants and dealers in Scotland, to whom 
they gave credit: for which purpoſe, and for which 


alone, they find an intereſt in borrowing at fo high 


an intereſt as 4 per cent. 
The call, then, made by the exchangers upon their 


debtors, is neither more or leſs than a call upon the 


money employed in the trade of Scotland. 
Now we have ſaid, that whoever owes muft pay. The 


merchants of Scotland owe to exchangers ; the latter. 


are preſſed by their creditors, and muff pay with what 
they have, which conſiſts in money only : when that 
is exhauſted, they muſt ſhut up ſhop. ey again call 
upon the merchants, who muſt pay with what they have. 
This conſiſts in goods, and in the manufactures of 
Scotland and theſe they muft (ell at any price. There 
may not be time ſufficient to export with advantage, 
To whom then mult they ſell ? To people within the 
country, who have no money to buy with; becauſe 
credit is withheld by that body which only can give it. 
I conclude with the old ſaying of the law, 

Unum quodque eodem modo ſolvitur quo colligatum eft. 

The beſt method to eſtabliſh credit in an induſtrious 
nation, isa bank properly regulated : and the beſt me- 
thods to ruin it efedtually, when eſtabliſhed, are the 
inconſiſtent operations of ſuch a bank. 
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| ; AC AE: MAX: 
Application of the Principles above deduced, towar 
Forming the Policy of Circulation. / ' 
ROM the principles above deduced, there ariſe 
F three principal objects of attention. 
The firſt, the circulation of paper for domeſtic uſes. 

The ſecond, the method of providing coin for that 
purpoſe. | A 

The third, the method of paying foreign balances. 

Theſe three objects are abſolutely different in their 
nature, and they are influenced by different principles. 
The conſequence of blending them together, is to 
render the ſubject, which is abundantly intricate in its 
own nature, ſtill more dark and perplexed. What is to 
follow has no relation to any plan propoſed for execution; 
it is only intended as a further illuſtration of the general 
principles which influence this branch of my ſubject, 

1499, As to the circulation of paper for domeſtic ule, 

It has been ſaid, that the great utility of banks 
of circulation upon mortgage, was to facilitate the 
melting down of ſolid property; in order to enable 
every one who has property to circulate zhe capital of it 
for the advancement of induſtry, 

For this purpoſe he comes to a bank, pledges the 
capital he wants to melt down, and receives for his 
obligation, bearing intereſt, paper money which bears 
none. | 

This paper money, I ſuppoſe to be as ſolidly ſecured 
as the principles of private credit can make it. I ſuppoſe 
the bank to be eſtabliſhed by authority, according to 


the regulations already mentioned, and the notes made 


a legal render in every payment of domeſtic debts; by 
which | underſtand debts payable within the country. 
From theſe data, I ſay, that the regular method by 
which the bank ſhould acquit the obligation in the notes, 
is by reſtoring the ſecurity granted at iſſuing the 
notes, if they be returned by = debtor in it; or by 
a transfer of a ſum of intereſt equivaleat to the notes, 
if they are preſented by any other All further 
obligations laid upon banas to pay in coin, or noo 
| ills, 
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bills, is only an equivalent expected from them in 
lieu of their great profits “. | 

When paper iſſued for domeſtic circulation returns 
to a bank, were it not for the profits on their trade; I 
ſee no reaſon why a bank. ſhould pay in any other 
ſpecies of property than what it received; and if, by 
the intereſt they receive for their notes, they are abun- 


dantly indemnified for all the difference between pay” 
d 


ing in coin and in transfer, I think the public wou 
be a gainer to diſpenſe with that obligation in lieu of 
an abatement of intereſt ; which would be an advan- 

e to commerce, not be counterbalanced by the other. 

Further, the buſineſs of providing coin is totally 
different from that of ſupporting domeſtic circulation ; 
it is founded on different principles: it requires men 
of a particular genius to conduct it: the difficulties 
to be met with are not conſtant ; and therefore cannot 
form a regular branchof bank adminiſtration. 

2do, The method of providing coin for domeſtic 
circulation 1s the dulmell of mints, not of banks. 

I have, in the third book, treated very fully of the 
doctrine of coin, and of mints. I have ſhewn the dif- 
ference between money, which is the ſcale for reckoning 
value, and coin, which is certain denominations of 
realized in a Hearne” weight of the precious _ 
I have ſhewn how neceſſary a thing it was to impoſe 
the price of coinage upon the metals manufactured in- 
to coin: and J have faid, that it was inconſiſtent with 
all principles, to alledge that the metals, when 
coined, ſhould thereby acquire no additional value. 

The expence, therefore, of providing the metals 
ſhould be thrown upon thoſe who want coin ; and the 


* It muſt here be obſerved, that in every country where there is a national 
coin eſtabliſhed, it is abſolutely neceſſary to connect with it the denominations 
of the paper; in order to affix a determinate value to theſe denominations. 
This may eafily be done without implying, as at preſent, an obligation on the 
bank to realize into coin every bit of paper for circulation, 


The intereſt, therefore, of the credits given by the bank, may be demanda- 
ble from the debtors in coin; and the transfers of intereſt made by the bank, to 


thoſe who bring in notes for payment, may alſo be dervandable in coin from 
the bank. 

Theſe payments will bear a ſmail proportion to the paper in circulation, as 
intereſt muſt be very low; and coming at fixed terms of payment, proviſion will 


- eaſily be made for them. 


This regulation will ſupport the coin of the country, and as the intereſt of 
all the paper becomes demandable in coin, the intrinſic value of the intereſt 
will effectually ſupport the value of the capital, * 
| - mint 
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42 Ax INQUIRY % Tur PRINCIPLES - Book IV. 
mint ſhould be obliged to convert gold and filver in- 
to coin, upon the demander's paying the coinage, 
This com loaded with the price of coinage, never 
will be ſent abroad to pay a foreign balance; never 
will be locked up in banks, which will have little 
occaſion for it. It will, therefore, remain in circulati- 
on, and ſerve thoſe purpoſes for which the inhabitants 
think fit to employ it. OP 
This coin, I fay, never will be exported, as long as 
any uncoined metals can be found in the country : 
and if upon a national diſtreſs it is thought fit ws 
cilitate the exportation of it, the ſtate may (as 
we obſerved above) appoint the mint to receive it 
back, in order to melt it down into ingots, ſtamped 
with the mark of ſterling, repaying to the bearer— 
cent. of the Nee ge 
gtio, The trade of paying off foreign balances will 
then become a particular branch of buſineſs : of which 
we ſhall treat more at large, when we come to exa- 
mine the principles of exchange. 

All that is neceſſary to be ſaid in this place, is to 
recal the principle we have mentioned above, viz. that 
when a nation cannot pay in her metals, manufactures, 
and natural produce, what ſhe owes to ſtrangers, ſhe 
muſt pay in her ſolid property; that is, ſhe muſt mort- 
gage the revenue of ſuch property, for a capital bor- 
rowed out of the country, which capital ſhe muſt em- 
ploy for the payment of her foreign debts, 

This operation then ſhould be performed by a re- 

gular and ſyſtematic plan. 
HA. XX, 
Objeftrons to this Doctrine. 


"HAT bank notes can never be recived as ſpecie, 
but from a perſuaſion that they may be exchang- 
ed for it on demand. 
To this I anſwer, that it is ſufficient they be receiv- 
ed as value; and that they anſwer every purpoſe in 
carrying on alienation. The uſe of money is to keep 
the reckoning between parties, who are /ofvends ; the 
uſe of ſpecie or coin is to avoid the inconvenience of 
diving credit to perſons who perhaps may not be ſo. 
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Chap. XX. er POLITICAL OHCONOMT. 

When merchants make delivery in accompt, they 
then give credit to their cuſtomers : when they fell for 
bank bills, they give credit to the bank : when they 
are paid in coin, they give credit to no body ; be- 


_ cauſe they receive the real value in the coin. Where 


then is the difference between receiving the real va- 
lue, and receiving an obligation for it, concerning 
the validity of which every one in the country is per- 
fectly fatisfied ? 

Is there a merchant, in any country in the world, 
who will fell one farthing upon an hundred pounds 
cheaper to a perſon who pays in com, than to another 
who pays in good paper; unleſs the extrinſic circum- 


ſtances of the country ſhould, at that time give an ad- 


vanced price to the metal of which the coin is made. 
Money, we have ſaid, ought to be invariable in its 
value: coin never can be fo, becauſe it is both won, 
and merchandize : money with reſpect to the denomi- 
nation it carries by law; merchandize, with reſpect 
to the metal it is made of | | 
But it is urged, that if I have coin I may pay any 
where within the eommercial world, at the expence 
tranſportation, and infurance. I grant this to be true. 
But I anſwer, that the principal uſe of com, is, not 
to ſend it out of the country; but to keep accompts 
clear among inhabitants within the country. If there 
be a variation in the value of coin, according to eir- 


cumſtances, that variation muſt affect the inhabitants 


in their tranſactions. No one can gain upon this coin, 
without ſuppoſing a relatrve loſs to ſome other, whe- 
ther they perceive it or not. Muſt not this diſturb all 
reckoning? Muſt it not diſturb prices? Since at dif- 
ferent times, I my be paying the ſame denominations 
of coin for the ſame commodity ; and yet be paying, 
really, more value at one time than at another, Is not 
then the moſt invariable money the beſt calculated for 
the intereſt of trade, and profperity of manufacturers? 
Whence ariſe complaints againſt paper money, and 
regrets for want of coin? They iſſue from thoſe who 
both wiſh to profit of the riſing value of the metals 
ntl 0 IO ao} me a 
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Ax INQUIRY txro Taz PRINCIPLES: Book IV. 
ſuade the public, that its intereſt, and not their own, 
is their object. _ 7 
What a trifle is a foreign balance, let it be ever ſo 
great, compared with the whole alienations of a coun 
try! Is it reaſonable to diſturb the harmony of all do- 
meſtic dealings, in order to furniſh an opportunity to 
a few clear ſighted people who can, upon ſome occa- 
ſions, profit of the fluctuating value of the ſubſtance. 
of which the coin is compoſed, to the prejudice of the 
ignorant? If the country owes a balance to other na- 
tions, let it be paid: nothing ſo juſt ; nothing ſo eſſen- 
tial to the intereſt of the country which is the debtor, 
If the precious metals are the moſt proper vehicles, as 
I may fay, for conveying this value, let them be pro- 
cured and ſent off; but never let us ſay, that becauſe 
ſome of our money may be made of that metal, that all 
our money ſhould be made of it; in order that thoſe 
who tranſact the balance may have an opportunity of 
ſending our metals away with greater eaſe, and there- 
by of depriving us of the means of carrying on aliena- 
tions among, ourſelves. Let every one that has coin 
ſend it away: nothing can be more juſt ; nothing more 
conſiſtent with principles: but let him ſend it away 
as a manufaclure; carrying in its boſom the price of 
making it, which he has paid, and for which his fo- 
reign creditors will make him no allowance. 3 
Exchangers run to the coin of the nation, for paying, 
with the leaſt expence to themſelves, the balance they 
are about to tranſact. When that reſource is cut off by 
the impoſition of coinage, the nation will preſerve at 
leaſt her darling ſpecie; and then exchangers will be 
obliged, by the beſt of all compulſions, their own in- 
—_ to think of other expedientsg bullion, manu- 
factures, and natural produce. And when all theſe 
come to fail, a regular plan muſt be laid down, and 
authoriſed by government, for obtaining credit in o- 
ther countries, by mortgaging the revenue of the ſo- 
lid property of the kingdom, according to the princi- 
ples we ſhall diſcover when we come to treat of ex- 
change. | 
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